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Sometimes in a storage warehouse you'll find 


DREAMS FOR SAL 


ACK REED sat down at the desk in the 
J room he called his study, but which 
Nora called her sewing room and the 
children called their TV room. He looked 
at the telephone for a moment and then 
picked up the directory and began thumb- 
ing through it. 


There were some notes on his other desk 
down at the office which had been sitting 
there for days. “Please call Mr. Williams,” 
one of them said. “Mr. Williams phoned 
again while you were out,” said another. 


He hadn’t called Bob Williams because 
—well, it hadn’t seemed exactly urgent at 
the time. And he probably wouldn’t be 
bothering about it now, either, except that 
earlier that evening he and Nora had gone 
to the inspection down at Drexel’s Stor- 
age Warehouse. They had heard that 
there were some fine old clocks among the 
pieces to be auctioned off the next day, 
and Nora was anxious to see them. 


Old Mr. Drexel himself had met them 
and shown them around. Lined up along 
the walls of the big, cold-looking room 
were some really fine things: furniture and 
lamps and clocks and china that had once 


belonged to someone, somewhere, who had 
shown excellent taste in their selection. 
Nora turned to Mr. Drexel and said, ‘““Why 
are all those lovely things being sold?” 


Mr. Drexel shrugged. “‘To pay the back 
storage on them. Those things have been 
here for many years. Belonged to a woman 
who used to live in town. She broke up her 
home after her husband died and left all 
the stuff here. She and the kids went back 
to her old home town. She was going to 
send for it real soon, she said. But I guess 
she just never got enough money to spare.” 


Mr. Drexel looked up at the ceiling for 
a few seconds and then said, “The bins 
and vaults upstairs are full of things like 
that. Busted hopes and broken dreams.” 
He shrugged again as they started towards 
the door. “You get used to it after a 
while...” 


Jack hadn’t been able to get that con- 
versation out of his mind. He turned in 
his chair so he could look from the study 
into the living room. Nora was curled in 
her favorite chair, surrounded by her own 
favorite things. The hands on the big old 
grandfather’s clock said it was not quite 


ten o'clock. He picked up the phone and 
as he dialed Bob Williams’ number he 
mapped out what he would say: 


“Hi, Bob! Sorry : didn’t get around to 
calling you sooner, but I’ve been mighty 
busy lately. You know how it is. Anyway, 


I’ve been turning that recommendat 

of yours over in my mind—you Saat 
about taking out another New York Life 
policy—and I’ve decided that it might be 
a good idea after all. How about having 


lunch tomorrow and talking the whole 
thing ever?” 


NEW YORK LIFE INSURANCE COMPANY 


51 Madison Avenue, New York 10, N. Y. 
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Broad Protections 


CHESTER ASHFORD, McFarland, Calif., was Pacific 
Mutual’s 1952 National Production Champion 
and is a Life Member of the Million Dollar 
Round Table. “When I came to Pacific Mutual 
six years ago, says Chester, “experience in wel- 
fare work had opened my eyes to a man’s real 
needs. Pacific Mutual’s broad protections—Life 
and Disability — give me all I need to meet those 


needs completely?’ 


“a 


LIFE INSURANCE COMPANY 


_ HOME OFFICE: LOS ANGELES. CALIFORNIA 


1868 


LIFE + ACCIDENT & HEALTH + RETIREMENT PLANS - GROUP 





Publication Office, Columbia 








LIFE SALES 


LIFE INSURANCE AGENCY MANAGEMENT 
ASSOCIATION 


Total New Paid-For Life Insurance—Not Including Re- 
vivals, Increases or Dividend Additions. 














(000 Omitted) 
Ratios 

1953 
over 

Month 1951 1952 1953 1952 

TOTAL INSURANCE 

| eee $2,032,000 $2,031,000 $2,350,000 16% 

See 2,287,000 2,179,000 2,617,000 20% 

ae 2,417,000 2,495,000 

26 grackikis 2,250,000 2,571,000 

eae 2,384,000 2,803,000 

UN scploein<:as 2,258,000 2,589,000 

BE ne iacereshseh 2,183,000 2,442,000 

(ae eee 2,135,000 2,319,000 

a 1,923,000 2,504,000 

BEES ksasmeus 2,256,000 2,661,000 

ee 2,398,000 2,516,000 

RN Or oh as.atae-s 2,478,000 3,319,000 

ee ere $29,450,000* $33,400,000* $4,967,000 18% 

TOTAL ORDINARY SALES 

OS ee $1,352,000 $1,466,000 $1,676,000 14% 

WT sce Kiem 1,291,000 1,487,000 1,713,000 15% 

NS alt ore 1,557,000 1,725,000 

Re ra Asn 1,510,000 1,743,000 

 — eee 1,522,000 1,692,000 

EE. eedieas 1,485,000 1,690,000 

: ee 1,472,000 1,679,000 

ae 1,467,000 1,571,000 

Ee 1,292,000 1,601,000 

ere 1,557,000 1,824,000 

BOOS bin items 1,556,000 1,678,000 

BRE, nos eens 1,577,000 1,958,000 

oo $19,062,000* $21,600,000* $3,389,000 15% 

TOTAL INDUSTRIAL SALES 

NEE Rate $395,000 $382,000 $432,000 13% 

_. Sera 424,000 454,000 513,000 13% 

Se hessigicuiawa 486,000 530,000 ° 

WS Be xenine 466,000 497,000 

ME Gewese 505,000 537,000 

BU ase sides 475,000 464,000 

SO ee oe 420,000 420,000 

Ce Ee 424,000 442,000 

OS er 449,000 470,000 

_ eer 481,000 499,000 

ree 453,000 474,000 

ee 436,000 421,000 

ee $5,461,000* $5,800,000* $945,000 13% 

TOTAL GROUP SALES 

i Pee $285,000 $183,000 $242,000 32% 

_. ae 572,000 238,000 391,000 4% 

ee 374,000 240,000 

1 a 274.000 331,000 

ers 357,000 574,000 

MD GaAs su 298,000 435,000 

| eee 291,000 343,000 

eee 244,000 306,000 

eee 182,000 433,000 

| oe 218,000 338,000 

| ERR 389,000 364,000 

WES. ks sawscs 465,000 940,000 

ee ree ee $4,927,000* $6,000,000* $633,000 50% 


* Including Year-end Adjustments. 
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*** The primary objective of life insurance is, of 
course, to protect a family from the financial distress 
caused by the death of a breadwinner. Perhaps its 
second most important function is to assure the policy- 
holder of a dignified and independent life after his 
productive years. But these two do not encompass The 
Job Insurance Can Do in its entirety. For these other 
plus values see page 11. 


*** Enthusiasm is an absolute necessity in the work 
of an insurance salesman. It has been found however, 
that it is far easier to be enthusiastic and confident in 
manner when the sales presentation is well planned and 
organized. This does not mean a parrot like recitation of 
selling statements and phrases. Such a method is as 
unprofitable as the use of haphazard sales tactics. 
Planned Selling, as described on page 12 has a much 
more sound basis and a record of increased returns. 


*** The most important fundamental of estate planning 
is the need of the client. In the case of an annuity that 
means an assured income adequate to. purchase the basic 
necessities and comforts of life. However any fluctuation 
in the purchasing power of the dollar, makes it difficult 
to express this adequacy as so many dollars per vear. 
To resolve this dilemma there has been developed The 
lariable Annuity. The operation and the underlying 
philosophy of such an annuity are described in the article 
on page 15. 

*** Any company which has an employee insurance 
plan knows from experience that practically every retir- 
ing employee raises the question of the continuation of 
his insurance benefits. If it is logical to make such bene- 
fits available while a man is in active employment, it 
may be just as logical to supply /nsurance After Retire- 
ment. On page 21 this problem is discussed from the 
viewpoints of the employee’s need, the industrial rela- 
tions of the company and, most important, whether it is 
financially feasible. 


*** As it is a new field of coverage we have been in- 
clined to devote more space than usual to Major Medi- 


cal Expense. In our February issue the subject was 
treated by three men of varying backgrounds, all of 
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whom however, are affiliated with an insurance carrier. 
The points raised by these three men aroused consider- 
able interest and some disagreement. To more fully 
round out the picture, we are publishing this month, an 
account of a plan in operation in one of our bigger cor- 
porations along with some comments on the general 
philosophy underlying its development. This, the buyer’s 
side of the picture, appears on page 25. 


*** Accident and health policies written on a group 
basis are proving that they meet a common need and 
have grown rapidly in popularity during recent years. 
Unfortunately however, there has been little or no 
uniformity in the various state statutes concerning this 
type of coverage. On page 29 our author points out 
The Need for Uniformity if this branch of the accident 
and health field is to show continued progress in the 
future. 


**x* There are two kinds of trusts that qualify for the 
marital deduction, the power of appointment trust and 
the estate trust. Both have their advantages and in 
a specific situation the advantages of one will clearly 
outweigh the advantages of the other. A discussion of 
the relative merit of these Two Kinds of Trusts with a 
consideration of the special case of a life insurance agent 
with renewal commissions is presented on page 43. 


**x* How much does the average home-owner spend on 
the upkeep of his house? That isa question important 
both to a living client and to those whose expenses he 
wishes to provide for in the event of his death. On page 
48 are some average relationships between Homes and 
Income. 


xx New York Group Filing Rules were announced 
recently by Superintendent Bohlinger. They apply to 
all group forms including the so-called “tailor made” 
policies. The filing rules are given on page 57. 


**x* Many life insurance companies are faced today 
with serious personnel shortages, especially in certain 
categories of work. In some instances the answer to 
this problem may be found in an /ncentive Bonus Plan. 
If it is carefully drawn and administered, such a plan 
will increase efficiency of operation and reduce the 
over-all cost per unit involved. Some guiding points on 
the use of this tool of management are given on page 70. 


**x*xThere is a considerable tendency these days to 
consider the employment picture in the light of the 
generalized statement that there is, “a lack of qualified 
persons available for office work.” This is true to a 
certain extent, but Where and How You Recruit your 
employees can be an important factor in the efficiency 
of your operations. See page 72. 














PENSION DONT'S 


RIVATE pension and profit-sharing 

plans have reached an all-time 
high as to number of plans, em- 
ployees covered and amount of con- 
tributions. Consequently, it is im- 
portant to follow practices which have 
proven sound and to avoid pitfalls 
that have been demonstrated as un- 
sound." 

These were the opening remarks of 
Meyer M. Goldstein, Executive Direc- 
tor of Pension Planning Company of 
New York City, in his address at New 
York University in November. Mr. 
Goldstein highlighted some of the 
major pitfalls as: 

"1. Don't concentrate on tax as- 
pects alone without evaluating the 
impact on employee relations. 

2. Prepare yourself thoroughly be- 
fore bargaining with unions on pen- 
sions and group insurance. The unions 
come to the table well prepared. 
They know what they want, why and 
what it costs. Management should 
do no less. 





3. Don't ider pensi in a 
vacuum. Make an audit of your com- 
plete employee benefit and executive 
compensation program, _ including 
pensions, profit-sharing, stock bonus 
and option, thrift plans and all group 
coverages, including life insurance, 
hospitalization, surgical and medical 
expense. 

4. In order to avoid a fixed cost 
commitment, it is not necessary to 
substitute a profit-sharing plan where 
a pension plan is needed. 

5. Don't start with a deferred 
compensation bonus type of thrift, 
savings, pension or profit-sharing 
plan when there is a need for a pen- 
sion plan. Put “first things first.” 

6. Don't reward employees who 
sever employment if at the expense 
of those who stay with the company. 
Direct your contributions where they 
will do the most good. 

7. Don't use individual policies 
where you can use group coverages— 
which are less costly and better. 

8. An adequate pension plan sup- 
plemented by a profit-sharing plan is 
ideal. However, it is a fallacy to 
have an inadequate pension plan sup- 
plemented by a profit-sharing plan. 

9. Don't let the "bugaboo" of ac- 
crued liability for past service credits 
dissuade you from an adequate pen- 
sion plan. Usually, it will get worse 
if you keep deferring the problem 
which can be met and, generally, 
within a limited budget. 

10. Balance your investments so as 
to have a hedge against both defla- 
tion and inflation. 

Il. Don't live with unnecessary 
weaknesses in your existing employee 
benefit program. You can amend 
without sacrificing the foundation al- 
ready established. 

12. An employee benefit program 
calls for teamwork with your attor- 
ney, accountant, trust officer, consult- 
ing actuary, employee relations and 
insurance advisers. No one of them 
has all the answers to the many-sided 
questions." 








NEW ANNUITY TABLE 


tag MORTALITY table for judg- 
ing the funding adequacy of 
private retirement plans has been 
developed by Ray M. Peterson, 
second vice president and associate 
actuary of The Equitable, and is 
attracting wide attention in the 
ranks of personnel and pension trust 
executives as well as among actu- 
aries. An eighteen-month study of 
group annuity experience by Mr. 
Peterson led to the compilation of 
the new table. 

The principal findings of Peter- 
son’s mortality table are that life 
expectancy is greater than provided 
for by earlier mortality tables and 
consequently many private retire- 
ment plans need to be re-examined 
to insure that their reserves are 
adequate. For example, the new 
mortality table, based on average 
actual inter-company group annuity 
experience for the years 1946-50 
(confirmed by 1951 experience) tak- 
ing into account continued improve- 
ment in future mortality rates, shows 
that of a group of 1,000 males aged 
35 and actively employed this year, 
833 may be expected to survive to 
age 65. This compares with older 
annuity tables now in use as follows : 
the Combined Annuity Table, 685; 
the Standard Annuity Table, 718; 
the Standard Annuity Table set back 
two years, 752. 

The study further showed that 
when these 833 reach age 65 in 1983, 
they will have an average life ex- 
pectancy of 16.75 years still ahead 
of them. Earlier mortality tables put 
this figure at approximately 13 to 
14¥4 years. 

The life expectancy of persons 
covered by private retirement plans 
is greater than that of the general 
population, the study showed. The 
general population includes many in 
an impaired state of health who have 
been out of the work force, and a 
better average standard of health 
than that of the general population 
is required to remain in the work 
force. 

The lengthening life span will 
increase pension costs about five per 
cent every ten years, the new mor- 
tality table shows. Under the 1937 
Standard Annuity Table with 2"%4% 
interest an employer would allow 
$5,284 for a pension of $1,000 a year 


for a male employee now 45 and 
expected to retire at the normal ave 
of 65. On the new basis with 214% 
interest, his pension fund should be 
$6,509. 

A booklet containing reproduc- 
tions of display charts and a descrip- 
tion of the mortality study is avail- 
able from the group department of 
The Equitable Life Assurance So- 
ciety of the United States, 393 
Seventh Avenue, New York 1, 
N. Y. 


LARGER AVERAGE 
POLICIES 


MERICANS ARE buying much 

larger life insurance policies to- 
day than they did before World 
War II, the percentage increase in 
average size being slightly greater 
than the rise in cost of living during 
the period, according to the Insti- 
tute of Life Insurance. “Policies 
bought in 1952 were twice as large, 
on the average, as the purchases of 
1940 and in those same years the 
cost of living rose ninety percent,” 
the Institute reports. “This would 
indicate that life insurance buyers 
have given recognition in their pur- 
chases to the rising cost of those 
things for which life insurance is 
intended.” 

At the same time, the number of 
policies purchased has increased ma- 
terially. The 29,000,000 new life 
insurance policies bought in 1952 
represented an increase of about 
fifty percent since 1940. Aggregate 
purchases, in dollar amounts, how- 
ever, rose more than two hundred 
percent between 1940 and 1952. 

An increase in average policy size 
has been recorded in all tvpes of life 
insurance since 1940. The average 
size of group life insurance certifi- 
cates in new plans set up is now 
$1,500 or about seventy-five percent 
larger than twelve years ago. The 
ordinary life insurance policy av- 
erage of $3,150 (excluding the 
small-unit credit insurance  con- 
tracts), has increased nearly seventy 
percent since 1940. The industrial 
life insurance policy average of $390 
has risen some sixty percent while 
the credit life average policy of $300 
is up eighty percent. The over-all 
average new policy bought in 1952 
was $1,150, double the $575 average 
in 1940. 


Best’s Life News 
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CAN DO 


IFE insurance has as its first objective the pro- 

tection of the insured’s family against his early 

death. A secondary objective, of course, is finan- 
cial independence in his—and his wife’s—old age. Life 
insurance fulfills many other functions, too—mortgage 
protector, business liquidator, keyman indemnifier, tax- 
man pacifier. Besides ordinary insurance, industrial and 
group occupy areas of service of their own in financial 
planning. Accident and health insurance is of increas- 
ing importance. 


Further Service 


This month, however, we are concerned with other 
services which personal life insurance (ordinary) can 
perform. The reference is, of course, to the cash and 
loan values of life insurance. These values are right- 
fully referred to as “emergency values,” and they should 
remain inviolate except in times of real emergency. 
Unfortunately, it happens too often that the merely 
desirable is blown up into an “‘emergency” which calls 
for a loan on a life insurance policy, or the insured 
does not exercise enough self-denial to force himself to 
meet a premium, and a premium loan results. To sum 
up, the loan values on policies are sometimes abused. 

It is also true that while it is expected that there will 
be an increase in borrowing on policies during times of 
economic stress, it is also expected that people will have 
the good sense to repay loans when they are able, thus 
restoring the value of their policies and enabling them 
to do the jobs for which they were bought. To fail 
to do this throws programs out of joint and can cause 
hardships to dependents many years after the trivial 
causes of the policy loans are forgotten. 


Valid Reasons 


When these disadvantages of loans are admitted, 
however, there may still be good reason for the insured 
to borrow on his policy. Sudden illness in his family, 
educational purposes, the down payment on a house, 
and even a particularly desirable business opportunity 
may provide justification for borrowing some of the 
cash value of his insurance. 
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Such a loan need not be disastrous. 


The policyholder 
should borrow only with a clear objective in view, and 
with full knowledge of what his loan entails. He should 
immediately set up a schedule of repayment. He should 
recognize that his loan probably upsets his insurance 
program, and make the adjustments necessary in his 


settlement provisions. He may well consider the de- 
sirability of buying term insurance for the amount of 
the loan so that it can be repaid in the event of his 
death, or if such repayment at death is not allowed, so 
that substitute income will be available to his beneficiary. 

Careful planning is as important when a policy loan 
is made as at the original drawing up of the program. 
Restoration of the capital value of the policy should be 
made a primary financial objective. The question of 
how dividends are to be used can serve the underwriter 
as a means of introducing the subject of repayment. 
Happy is the insured who has been paying his gross 
premium and using his dividends to purchase paid-up 
additions or has been leaving them to accumulate at 
interest. It will be easier for him to make the exertion 
necessary for repayment of the loan than it will be for 
the policyholder who has become accustomed to paying 
only the net premium. 


Life Insurance Equities 


In these days when there is so much talk about the 
value of “equities” there seems no reason why insur- 
ance men do not have the right to talk about the equities 
people have in their life insurance policies—equities 
which are guaranteed in amount and in delivery, a 
satisfying recourse in trouble. This is one reason why 
excessive reliance on term insurance is to be avoided— 
the guaranteed capital cannot be built in any way more 
certain than the semi-compulsory method embodied in 
cash-value life insurance. 

Most life underwriters know of actual instances 
where the cash and loan values of life insurance have 
served well in time of need. Insurance should not be 


sold purely on its usefulness in time of emergency, but 
it is well to think sometimes on these extra benefits 
which life insurance provides. 





PLANNED SELLING 


T IS generally conceded that the 

present trend in life insurance 

selling is toward the planned 
presentation, although there are 
varying opinions regarding the most 
effective type of presentation; that 
is, whether the organized plan 
should be memorized as to words or 
merely as to ideas. There has also 
been some discussion as to whether 
the planned presentation is most 
valuable for old or new men or both, 
whether it can be effectively mastered 
without personal coaching on the 
job and so on. 


A Major Problem 


Nevertheless, whatever the solu- 
tion to these points may be, there is 
a major problem that we should 
remember. It may be stated thus: 
“A planned presentation, which is 
carefully worked out and refined by 
field experience, will produce a larger 
volume of business than presenta- 
tions which are extemporaneous and 
dependent upon the knowledge, ex- 
perience and cleverness of the sales- 
man to the extent that he is able to 
use these attributes to the best 
possible advantage in each particular 
interview.” 

A well organized sales talk tells 
the prospecting buyer why he should 
buy and tells this in a compelling 
manner and with real economy in 
the use of words. The presentation 
of this buying idea is planned so as 
to include all of those appeals, visual 
and otherwise, that encourage the 
prospect to buy, such motivation as 
is helpful, and certain very definite 
points at which an attempt is made 
to close the sale and get out. It has 
a definite beginning and several po- 
tential endings, each attempt to close 
representing a possible terminal 
point. 

The talks should originate in the 
field; however, they should not be 
transmitted to groups of salesmen 
without revision and_ refinement. 
Frequently a talk that has been 
unusually successful with some good 
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salesmen needs polishing up a bit 
before it can be used with equal 
results by the sales force as a whole. 


Caution must be used in selecting 
the talk of a particularly successful 
salesman. Great care should be 
exercised in determining whether his 
sales are the results of an effective 
sales presentation, an unusually 
dynamic manner, or an abnormal 
degree of prestige with his clientele. 
These factors—which are factors of 
personality—cannot be transferred 
to other men merely by the use of his 
ideas and organization. 


A Moment's Thought 


Therefore, in selecting any sales 
talk for general distribution among 
men of many different types of per- 
sonality, it is important to assure 
yourself that it is matter rather than 
manner that has made the talk a 
successful one. There is probably 
not a man in the insurance business 
who would hesitate to agree that, 
“The agent who is a hard worker, 
who makes and keeps appointments, 
who plans his work, will sell life 
insurance.” 


Does it not seem obvious that the 
agent who develops a real sales talk 
will sell more life insurance with a 
given amount of effort? It might 
be wise to give a moment’s thought 
to the manner of giving any sales 
talk so that it may have the most 
impressive effect. 

1. Talk clearly: Give each syllable 
its full value accurately and dis- 
tinctly. About 125 words a minute 
is the right average rate for clear- 
ness. Don’t let down in clearness at 
the end of a sentence. 

2. Talk conversationally: A good 
speaker makes you say to yourself, 
“This fellow is no stuffed shirt, no 
demagogue; he is likeable, level- 
headed, and trustworthy.” 


3. Talk earnestly: Every successful 
speaker has a “fire-alarm” quality 
in his voice. He makes your spine 
tingle with his intense earnestness. 
In these days of radio, that quality 
in the voice is often a vital factor. 
4. Talk animatedly: To animate 
your voice, change the speed of your 
delivery, change your pitch, or 
change your volume. 
5. Make your pauses punctuate: 
Every pause should have the value 
of a punctuation mark. 
6. Avoid word whiskers: Don't be- 
whisker your delivery with “ers” or 
nervous mannerisms that detract 
attention from what you are saying. 
Standardized presentation does 
not mean that you must confine your- 
self to “parrot talk,” that is the mere 
recitation of words that, try as you 
will, just do not convey your selling 
thoughts to the prospect. Most 
assuredly that sort of thing does not 
constitute effective selling. The 
success of an organized presentation 
is positively not founded on the 
premise that you must rattle off just 
“words” verbatim to a prospect with- 
out giving him time to open his 
mouth. Such a method is just as 
unprofitable as the use of haphazard 
sales tactics. 


Sequence of Ideas 


A successful standardized presen- 
tation consists of a certain orderly 
sequence of ideas which must be 
presented to the prospect in that 
order to secure the maximum benefit. 
To be sure, in following this sequence 
of ideas, illustrations, diagrams, pic- 
tures and stories may be introduced 
which will add to the effectiveness of 
any step in the sale and it will often 
be well to adhere as closely as pos- 
sible even to the language of the 
original on account of a certain, 
peculiar psychological effect pro- 
duced by it. 

Usually it is not wise to start out 
by thinking it is possible to improve 
tremendously upon the standardized 
presentations already built and in 
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active use. In all probability, any 
radical departure will ruin them 
because each one represents pains- 
taking labor and trial in actual 
selling. 

Science has definitely established 
the fact that the quickest route to 
the brain is through the eye. Knowl- 
edge transmitted through the eye, 
furthermore, makes a more vivid 
and more lasting impression on the 
brain than does knowledge conveyed 
through any of the other senses. 


Eye Appeal 


The eye is a camera of the highest 
quality. Emerson once said that we 
get nine-tenths of our education 
through the eye. Medical authorities 
state that the appeal through the eye 
is twenty-three times as effective as 
through the ear. If we try to convey 
an idea to the brain through the ear 
alone, we are only partly efficient. 

Many outstanding salesmen, rec- 
ognizing the fact that the eye is the 
direct line to the brain, explain many 
of their most striking sales arguments 
by making liberal use of a pad 
or sheet of paper. They have dis- 
covered through experience that, as 
they talk, they can jot down the 
cardinal points in their sales presen- 
tation. Sometimes they merely jot 
down a figure or two, sometimes a 
key word or two, or, perhaps, a 
simple diagram. They have found 
that this method of presentation en- 
ables them to make a deeper and 
more lasting impression on the 
prospect than would be possible with 
words alone. The use of a pad 
greatly simplifies matters for the 
prospect, and helps the salesman 
secure and retain the concentrated 
attention of the prospect. 

Visual aids may be of the follow- 
ing types : diagrams, charts, pictures, 
letters, leaflets, mechanical devices, 
rough pencil calculations, audits, 
trust agreements, etc. 

Experience teaches us that the 
best planned presentation in the 
world is worthless without enthusi- 
asm. Of two major elements in sell- 
ing, the sales talk and the salesman, 
the latter is unquestionably the more 
important. But it is far easier to be 
enthusiastic and confident in manner 
when you have a well planned and 
organized presentation. 





Reprinted from Kansas City Life Insurance 
Company Lifetime. 
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OUR 2nd QUARTER CENTURY 


THE ADMINISTRATION at Bankers National will con- 
tinue its policy of friendly service to policyowners and 
agents. It is this kind of service that has helped us in 
our phenomenal growth. If you would like to learn 
more about this kind of administration, and the com- 
plete ALL IN ONE plan that insures against injury, 


sickness, death, and old age write to Bill Sieger. 
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Know what [d 
do if I were 217 


The call | made at Mary Baxter’s house made 
a great difference in her life...and mine. 





393 Seventh Avenue, New York I, N. Y. 
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By M.P.W. 
Equitable Society 
Representative 


WHAT WOULD | DO? Well, first let’s see what I actually did. 


At 21 I was just starting out in business. I remember 
as clearly as though it were yesterday, how nervous I was 
when I made my first call as an Equitable Representative. 


I’ve made thousands since—but never one that made 
me want to be in any other business. Like the one I made 
to the Baxter home to explain to John Baxter’s young 
widow about the money that would start coming in, now 
that John was dead. 


That call gave me a realization of just how fine and 
useful a job I had with Equitable. Mary Baxter could go 
right on living in the same house on Vine Street without 
worrying about the upkeep. I saw the fruits of my work 
hold tragedy at bay — permitting someone to pursue a good 
life in spite of an unfortunate turn of events. 


Yes, if I were 21 again and had a free choice of doing 
whatever I wanted —I’d do just what I did the first time. 
I’d become an Equitable man all over again! 


One of a series of advertisements illustrating how @ representative of The Equitable 
Life Assurance Society serves his community by selling life insurance. 
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HE loadstone of all estate 
planning is the need of the 
client. Fundamentally an an- 
nuitant an 
adequate to purchase the basic ne- 
cessities and comforts. Not only 
should an annuity income be assured 
but it should also be payable for life. 
Since the money value of necessities 
and comforts varies through the 
years, there is also the need for the 
dollar income to fluctuate. In short, 
the annuitant needs what the econ- 
omist calls “real income’’—a 
stant income in terms of the purchas- 
ing power of the dollar. Or to put 
it more simply—an income that 
varies with the cost of living. 


r 


needs assured income 


con- 


The Typical Contract 


Let us now examine the typical 
life annuity contract to see how it 
meets these needs. 

Does it provide an assured in- 
come? The usual life annuity does 
provide an assured income. By op- 
erating on the legal reserve system 
with strict state regulation and con- 
trol, by commingling and diversify- 
ing investments, by limiting invest- 
ments largely to conservative debt 
obligations, and by good manage- 
ment, life insurance companies have 
established an enviable record for 
fulfilling their promises to annui- 
tants. The whole system is designed 
to provide safety and furnish assur- 
ance that annuity payments will be 
made when due. 

Does it fill the need for an income 
throughout life? The life annuity 
contract scores 100% in this test. It 
is the only known device whereby 
both principal and the income 
thereon can be liquidated over a 
person’s lifetime—the exact period 
of his need for an income. 

Does it measure up in providing 
udequate purchasing power? Dur- 
ing periods of stable economy or 
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GEORGE E. JOHNSON, C.L.U. 
Vice President, Teachers Insurance 
& Annuity Association 


depression, the annuity contract 
meets this test. However, in times 
of inflation, the “real income” fur- 
nished by the fixed dollar annuity 
dwindles. Thus the “real income” 
from annuities varies inversely with 
needs during periods of changing 
value of the dollar and therefore does 
not fill the need for adequate pur- 
chasing power at all times. 





The need of the client 


Ideally an annuity contract should 
furnish a constant purchasing power, 
which necessitates varying the num- 
ber of dollars of annuity income dur- 
ing periods of changing prices. Only 
recently has lack of this feature in 
the fixed dollar annuity received 
much attention. Perhaps that is be- 
cause inflation has been a more seri- 
ous problem in recent years. Never- 
theless on an historical basis, the 
purchasing power of the dollar has 
often varied widely in the past even 
in a country like the United States, 
a country with one of the most stable 


TY 


currencies in the world. The follow- 
ing table shows the real purchasing 
power of the dollar at ten-year in- 
tervals, based on the 1935-39 dollar 
equaling 100 cents: 


1870 $1.56 
1880 =-:1.75 
1890 =1.82 
1900 =1.75 
1910 1.47 
1920 70 
1930 84 
1940 ~=—-:1.00 
1950 38 


It is apparent from this table that 
annuitants and others living on fixed 
incomes fared well during the period 
1870 to 1900. The inflation of 1917- 
20 was a serious blow to annuitants. 
During the following twenty years 
the dollar rose substantially in value, 
although it never recovered its pre- 
World War I level. Following 1940, 
serious inroads were again made in 
the purchasing power of the dollar. 

Incomplete as these figures are, 
they serve to show how much an- 
nuity payments fluctuate in purchas- 
ing power and how the number of 
dollars needed the annuitant 
changes over a period of years. De- 
ferred annuities are often in force 
for a period of more than fifty years. 
Immediate annuities are usually paid 
over a life expectancy ranging from 
fifteen to twenty years. 


by 


Lowest Possible Cost 


Of course an annuity contract 
should provide an adequate income 
at the lowest possible cost. This 
means getting the highest practica- 
ble investment yield from available 
capital funds. Since the assets of a 
life insurance company must always 
have a value equal to the required 
reserve, assets that vary widely in 
value with changes in the economy 
are undesirable. Therefore the laws 


(Continued on the next page) 
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Variable Annuity—Continued 


wisely require that most of the assets 
of life insurance companies be in- 
vested conservatively in debt obli- 
gations. 


While this has the advantage of 
protecting capital values against loss 
during times of depression, such 
limited investments tend to produce 
low yields. It is common knowledge 
that during the past fifty years con- 
servative debt obligations have not 





produced as high a yield as stocks 
and the “spread” has become in- 
creasingly great in recent years. Of 
course it is impossible to predict the 
performance of common stocks in 
the future because of the many eco- 
nomic factors involved; but in the 
past fifty years the average annual 
yield for common stocks was 4.9%. 
Furthermore, during this fifty-year 
period common stocks appreciated in 
value approximately 2.3% each year 
on the average. In some years and 





In your hands... 


rests the Security of others 


Thats why 


Berkshire Life provides 114 


Adult and Juvenile Life and Accident & Health policies 
and riders to take care of the three most vital problems: 


death, disability and old age. 


Plus Sales Helps Like: 


Business Life Insurance Sales Kit 
Business A & H Insurance Plan 

Direct Mail for both Life and A & H 
The Triangle Estate Programming Plans 


Colorful, practical Proposal Forms 


@ Life and A & H Visual Sales Presentation Kit 


BROKERS AND SURPLUS WRITERS are invited to write 
to the nearest Berkshire General Agent for FREE copies of both 
the handy pocket-size Merchandise Chart and Portfolio which 
outline the many unusual sales opportunities. * * * 
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periods the gain was much larger; 
in others there was substantial loss, 
The total growth averaged about 
7.2% a year during this century. 


Pertinent Questions 


When we focus our attention on 
this problem from the standpoint of 
meeting the annuitant’s needs, some 
pertinent questions are posed: 

(1) Since decreases in the pur- 
chasing power of the dollar can seri- 
ously reduce the value of a fixed in- 
come annuity, is it wise to commit 
all of one’s retirement savings to 
fixed dollar obligations ? 

(2) Can a system be devised 
which will remove or lessen the dis- 
advantages of the fixed dollar an- 
nuity without introducing other more 
serious disadvantages ? 

(3) Can a system be devised 
whereby annuitants may obtain a 
more adequate income by investing 
a part of their retirement savings in 
common stocks ? 


Two Experiments 


Recently two novel experiments 
have been started in an attempt to 
overcome the disadvantages of exist- 
ing annuity contracts and pension 
plans. Both provide an annuity in- 
come that varies in amount and 
should correlate more closely with 
the real income needs of annuitants. 
One experiment is being made by 
blending together the activities of 
two companies under the supervision 
of the New York State Insurance 
Department. The other is being 
made by blending together a pension 
trust with a group annuity plan. 

Teachers Insurance and Annuity 
Association (TIAA), is using the 
first plan. This organization is not 
open to the general public but lim- 
its its services to a small segment 
of the population—mostly college 
teachers. It was established within 
the framework of the New York 
State insurance laws and operates on 
the legal reserve principle. Although 
it is a*nonprofit organization, and in 
many respects unique, its annuity 
contracts meet the requirements of 
the New York statutes and are simi- 
lar in most ways to those of stand- 
ard life insurance companies. These 
contracts contain no provision for 
cash or loan values, are non-assign- 
able, and vest all rights in the an- 
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nuitant from the inception of the 
contract. TIAA is continued as a 
fundamental part of the new ex- 
periment. 

Since July 1, 1952 a college may 
change its retirement plan if it wishes 
to permit the individual to have part 
of his premium (4%, %, or % of the 
total) sent to a new organization— 
College Retirement Equities Fund 
(CREF). The balance of the pre- 
mium would be paid to TIAA. Thus 
at least % of each participant’s pre- 
mium must still be invested in TIAA 
to provide the type of annuity that 
has proved its soundness in times of 
level or declining prices. The other 
portion may be invested in equities 
which in the past have provided a 
hedge against inflation. Thus there 
will be three layers of protection— 
Social Security benefits, fixed dollar 
annuity payments from TIAA, and 
variable annuity payments from 


CREF. 


No Fixed Guarantee 


CREF is a membership corpora- 
tion created by a special act of the 
New York State Legislature in 
March 1952. Since CREF was de- 
signed as a companion organization 
to TIAA, its contracts are issued 
only to persons eligible for benefits 
in TIAA. Like TIAA, CREF is 
regulated by the New York State 
Insurance Department. However, it 
is neither a life insurance company 
nor a legal reserve company. All of 
its investments are in common stocks 
or other equities, and it does not 
guarantee an annuity payable in a 
fixed number of dollars. Annuity 
payments from CREF will vary pri- 
marily because of changes in stock 
prices. 

CREF operates in the following 
manner prior to retirement. When 
a premium is received, an expense 
loading is deducted and the net pre- 
mium purchases a certain number of 
“accumulation units” representing a 
pro rata share in CREF. They are 
revalued monthly so that each 
monthly premium may buy a differ- 
ent number of units. Dividend earn- 
ings buy additional units. Once a 
year the participant will be notified 
of the number of units to his credit 
and their value. If he dies, the cur- 
rent value of the units at the time 
of his death is payable as a death 
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are Anico’s best 
advertisements 





FRED E. HILL 
Megr., Washington Ord. Agency 


Fred Hill typifies the careers being built all 
over the country with Anico. He came with 
Anico as a representative in October of 1943. 
In 1946 his progress earned promotion to 
supervisory capacity as a district manager. 
He was appointed, because of his demon- 
strated recruiting and training ability, to 
open an Ordinary Agency in Washington in 
1948. At the close of 1952 his agency stood 
first in paid business volume in the entire 
Eastern and Southern Ordinary Division. Fred 
Hill says: “Our record proves that if you will 
follow the Anico career program and use 
nico sales plans and aids, you can grow 
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can be devised. 
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W. L. MOODY, JR., PRESIDENT 


benefit, with the option to elect a 
variable or fixed dollar annuity. 

At retirement an annuitant may, 
if he wishes, have the current value 
of his accumulation units paid to 
TIAA as an additional premium to 
increase his fixed dollar annuity pay- 
ments. Normally, however, he 
would choose to have this value ap- 
plied to furnish “annuity units” pay- 
able throughout his lifetime so he 
will continue to participate in the 
earnings of the new fund. He may 
choose one of the usual forms of an- 


* A working contract that permits outstanding earnings. 
* Policies that stand out in value against any competition. 


* A management philosophy that is based on the axiom 
that a company succeeds only when its agency force 


* The most modern and effective selling aid program that 


For information without obligation 
address “‘Executive Vice-President” 


AMERICAN NATIONAL 


 Inackance ompuny 


GALVESTON, TEXAS 


nuity—straight life, 10 or 20 years 
certain and life, or a last survivor 
annuity. 

The concept of having annuity 
payments stated in units rather than 
dollars is unique although the actu- 
arial principles are similar to those 
used for conventional annuities. To 
illustrate, in a conventional annuity 
a person with $10,000 may buy a 
life annuity which will pay him $800 
a year for life. In a unit-annuity a 
person with 10,000 accumulation 

(Continued on page 60) 
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Be > ee Sie teBstine bebe 


Fraud Not Proved When Agent 
Made Beneficiary of Annuity Policy. 


In December, 1932, one William 
Stoddard died, leaving certain insur- 
ance policies with his wife, Marie 
Stoddard, as beneficiary. These pol- 
icies were with the New York Life 
Insurance Company and one Crowe 
was the agent of said company and 
attended to the details of the settle- 
ment of the policies for her. 

Mrs. Stoddard, two years later 
asked Crowe to assist her in invest- 
ing the proceeds of her husband's 
life insurance policies. Crowe pur- 
chased for her two single premium 
annuity policies with the New York 
Life Insurance Company. In one 
policy a sister of Mrs. Stoddard was 
named as beneficiary and the other 
a niece was named as beneficiary. 
Shortly thereafter Mrs. Stoddard 
executed two separate changes of 
beneficiaries, making Crowe the 
beneficiary of each policy. Many ac- 
tions during the next several years 
transpired, showing a close personal 
relationship between Crowe and 
Mrs. Stoddard. Several letters be- 
tween the two were introduced in 
evidence and there was testimony 
concerning Crowe taking Mrs. Stod- 
dard to various places for her work. 

Mrs. Stoddard died in 1949 and 
the sister and niece, the named bene- 
ficiaries, filed this suit, joined by 
Mrs. Stoddard’s husband, one Fi- 
field, alleging that the change of 
beneficiaries to Crowe should be re- 
voked on the grounds that there was 
a fiduciary confidential relationship 
between Mrs. Stoddard and Crowe 
and also that Crowe perpetrated a 
fraud upon Mrs. Stoddard in having 
the beneficiary changed on each pol- 
icy to him. 
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By O. 5. Brundidge of Brundidge, Fountain, 


The court reviewed the evidence 
at length in its opinion written by 
Justice Reid, but finds no evidence 
of any fraud that was perpetrated. 
Some of the evidence showed vari- 
ous communications, such as follows, 
when Mrs. Stoddard wrote Crowe 
the following letter: 


“Burlington, Michigan, August 5 
Bi 


“Dear Mr. Crowe: I’m asking a 
favor of you, a different kind. Will 
you please come to get my annuity 
policies as soon as possible? The 
reason I’m asking this is the Welfare 
woman is on my trail. Someone 
piped to her that I have—now will 
you please do this at your earliest 
convenience. Thanks a lot. Very 
truly, Marie Stoddard Gifford.” 





Mr. Brundidge, an attorney-at-law, was 
Chairman of the Health and Accident In- 
surance Law Committee of the American 
Bar Association for 1944-1945. He is also 
Chairman of the Board and General Counsel 
of Great American Reserve Insurance Co. 


The court also reviewed the fact 
that Mrs. Stoddard had the privilege 
of changing the beneficiary on the 
policies from Crowe to someone else 
for fourteen years after Crowe was 
named beneficiary, and although she 
had counseled with her attorney she 
was still satisfied with the bene- 
ficiary. 


Although the courts usually view 
with suspicion the change of bene- 
ficiary to an agent of a life insurance 
company other bene- 
ficiary, still in this case the records 
and facts do not show that the de- 
fendant, Crowe, assumed a_ confi- 
dential relationship with Mrs. Stod- 


dard. Also fraud was not shown in 


from some 


any respects concerning the trans- 
action. Fifield et al vs. Crowe et al. 
(15 CCH Life Cases p. 779. Mich- 
igan Supreme Court. No. 25, 
October Term, 1952. Filed Decem- 
ber 9, 1952.) 

Counsel : 


J. Franklin Huntley 
106 E. State Street 
Hastings, Mich. 


Linsey, Shivel, Phelps & Vander 
Wal 
608-612 Michigan National Bank 
Bldg. 
Grand Rapids, Mich. 
for appellants 


Millard Vandervoort 
901 Security National Bank Bldg 
Battle Creek, Mich. 

for appellee, Crowe 


North & Allen 
603 Security Bank Bldg. 
Battle Creek, Michigan 
—for New York Life Ins. Co. 
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Jusurance 


HE change in our American 

style of living during the last 

fifty years or so, and the con- 
sequent dependence upon the pay 
check has necessitated the provision 
of insurance, and one form of it has 
heen arranged for emplovees by in- 
dustry itself,—namely group life and 
group disability plans. This “group” 
approach has played an important 
part in meeting the need of the 
American industrial public. 

\lso, the movement of American 
labor from farm to factory, and the 
consequent cutting of the old farm 
ties, has necessitated some form of 
old age-benefit for industrial work- 
ers, and that need has been seen 
and partially met by Federal Social 
Security and by more than 17,000 
qualified retirement plans in effect 
in America as of June 30, 1952,- 
some using group annuities, and 
some using self-insurance through a 
trust or payments out of the till. 


Industry's Responsibility 


We have built up a certain quasi- 
responsibility for the person enter- 
ing our employment by improved 
personnel practices which have 
tended to decrease labor turnover 
and thereby to lengthen the average 
service of the employee reaching re- 
tirement. The old man in industry 
is tending to become more and more 
industry’s own responsibility. Since 
a great percentage of American in- 
dustrial workers have insurance 
benefits where they work, we come 
right up to the question of what to 
do with those benefits on and after 
We ask ourselves, “If 
it has heen logical to make these 
henefits available to a man while he 
is active in our employ, isn’t it just 

logical to continue to supply them 

hen he retires after long and hon- 
rable service ?” 


retirement. 


\f there is an employee insurance 
an in a company, every employee 
rho retires raises a question about 


P| 
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AFTER 


RETIREMENT 


the continuation of his insurance 
benefits, despite the fact that it may 
have been stated in the insurance 
announcements that the group life 
is term insurance and that there are 
no permanent values. He knows that 
he has been a member of the plan 
for, say, twenty-five years and he 
feels it is unfair for him to be 
dropped at retirement just when he 
is getting old and really needs the 
insurance. If the company has 
properly reserved the right to 
change or discontinue the plan at 
any time, the law and the facts will 
not compel it to continue the bene- 
fits after retirement, but the damage 
to industrial and public relations that 
complete discontinuance will bring is 
obvious, 

So what is to be done? The tend- 
ency in many companies has been 
to close their eyes and ears to ulti- 
mate cost and continue the benefits 
in full; some companies have felt it 
necessary to cancel the benefits and 
consider the responsibility ended; 
some others have modified their 
plans. 

What we should ask is whether or 
not the employee about to retire has 
any need for continued insurance 
and, although he has no legal right 
to demand continuance, is it good 
business to give him some degree 
of continued protection? And then 
arises the bigger question “Can the 
company afford it?” 

As to need,—the average employ- 
ee’s greatest real need for insurance 
against untimely death and disability 
is during his younger years, say ages 
30 to 40, when his family is growing 
and when his death or disability will 
cause the greatest financial damage 
to his wife and children. At age 65 


* Since deceased. 


EDWARD R. SEESE* 
Regional Manager, Metropolitan Life 
Insurance Company 


that family is pretty well grown and 
in the average case will be almost 
entirely independent of the em- 
ployee. If there has been a group 
life plan that provided insurance 
equal to a year’s salary during a 
man’s working lifetime, then a frac- 
tion of that—say, one-third to one- 
half—should meet the post-retire- 
ment need. An arrangement that 
provides retirement group life bene- 
fits equal to one-half or one-third 
of the amount of insurance on ac- 
tive employees will improve both in- 
dustrial and public relations and, | 
believe, will more than justify its 
cost. 


Business Can Afford It 


Can business afford it? Yes, it 
would seem so in the average case, 
provided policy-forming executives 
recognize the cost and develop a 
sound financial policy to meet it. The 
schedule of benefits continued to re- 
tired employees is flexible and can 
be arranged so that it comes within 
reach of the corporate pocketbook. 

If group life is continued in full 
until the death of the retired em- 
ployee, the average group life costs 
rise painfully. Whereas $1,000 of 
group life costs $9.33 yearly at age 
45, it has risen to more than $300 
at age 90, an increase of 3000%. 

Of course, the real cost of the in- 
surance on retired employees is the 
amount of benefit granted them by 
the plan, because all are ultimate 
claims, and most of them will be 
near-future claims. So continuation 

(Continued on the next page) 
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of full amount after retirement 
gauged in the light of the need for 
it and its cost, should be considered 
impractical. Even though it can be 
afforded, the money would be better 
used in buying higher benefits for 
active employees. 


Cutting Benefits 


If we consider that the insurance 
should be cut to half after retire- 
ment,—that that expresses the need 
of retired employees,—we can make 
that reduction either gradually or 
in one or two steps. The immediate 
full cut at retirement has appeared 
to be too drastic and sometimes has 
been poorly received by employees. 
Under such an arrangement the man 
who dies shortly before retirement 


gets his insurance in full, whereas 
the man who dies shortly after re- 
tirement has his insurance cut in 
half, and the widow of the latter 
thinks and often says that she has 
been badly treated. 

A better way, perhaps, is to reduce 
at the rate of 10% a year until at 
age 69 the insurance is down to the 
basic 50% that we have set as our 
minimum; or start the reduction a 
year after retirement, (thereby giv- 
ing the employee a one year period 
in which to adjust his financial af- 
fairs, with full death benefit), until 
we reach our minimum amount of 
50% at age 70. 

Still a better way, some thought- 
ful personnel executives believe, is 
to reduce gradually at the rate of 
1% a month until 50% is reached 
after four years and two months, or 
until 40% is reached after five years 
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at age 70. This method has the ad- 
vantage of being relatively painless 
and even the reduction to 40% is not 
so drastic but that there is a work- 
able ratio between benefit and need. 
This one percent per month method 
is simple to administer and easy {or 
the employee to know exactly where 
he stands at any month after retire- 
ment. 


Other Devices 


Other devices can be used to set 
up continued life insurance protec- 
tion after retirement by using a 
combination of paid-up and term in- 
surance. One such method provides 
for the purchase of units of paid-up 
insurance each year beginning at a 
certain age, such as 40 to 45, with 
the amount of term insurance re- 
ducing as the paid-up insurance is 
purchased and with the objective of 
providing at age 65 about half the 
insurance in paid-up form. The cost 
of the paid-up insurance under this 
method is usually shared by em- 
ployer and employee, but it is not 
recommended currently because of 
income tax complications. 

Another method using a combina- 
tion of paid-up and term insurance 
provides for a higher contribution 
by the emplovee beginning at some 
age such as 40 but using only the 
employee contribution to buy what 
it will each year in paid-up insur- 
ance. There is no income tax prob- 
lem here because the employer’s pay- 
ment goes only to the term insur- 
ance. 

Some companies may want to 
purchase single premium life insur- 
ance for the amount of benefit pro- 
vided under the formula they have 
adopted for their retired employees. 
If, for example, a formula is used 
which ultimately yields 50% of ac- 
tive benefit, a single-premium policy 
could be purchased for that amount 
and the reducing portion be carried 
under the group term plan. This is 
gapd but it’s costly. The company 
is, in effect, funding the larger half 
of its ultimate liability in the last 
year in which it arises. Until the 


number of retirees becomes too large | 


to consider as a “this-year” problem, 
it can be calculated each year to de- 





termine whether or not it can be 
handled. This calculation will serve 
to bring to management the facts of 
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life about the cost of insuring retired 
employees. Ifa firm uses this device 
it should avoid vesting it in the em- 
ployee and the insurance will there- 
fore be taxed, if at all, in his estate 
rather than as income to him. 


Employee Contributions 


As to contributions on group life 
continued after retirement, many 
executives feel that they should be 
avoided, on the basis that it is more 
trouble to collect the contributions 
than it is for the employer to pay 
them. Certainly it leaves a sweeter 
taste in the mouth of the retiring em- 
ployee if he is presented with a re- 
tirement certificate, with the state- 
ment that his benefits thereafter will 
be carried without cost to him so 
long as the company continues the 
group life plan in effect. That reser- 
vation must positively be stressed 
because of the life-time implications 
of the certificate handed to the re- 
tiring employee. 

We might well condition our bene- 
fits to retired employees upon the 
employee having been a member of 
the plan for at least ten years. The 
benefits after retirement are so 
costly that if we do not use some 
limitation, the employment of older 
people will be either prohibited or 
prohibitive. The limitation should 
be expressed in terms of member- 
ship in the plan, say ten years, rather 
than in terms of service, to prevent 
employees joining the plan only 
when about to retire, and getting in 
effect a free ride. 


Disability Benefits 


Now as to group casualty. What 
is a firm to do with its accident and 
sickness, hospital, surgical and acci- 
dental death benefits after retire- 
ment? Since accident and sickness 
is a benefit payable for working time 
lost and since retirement involves no 
lost working time, this coverage 
should obviously be cancelled when 
an employee goes on retirement. 
Since accidental death and dismem- 
berment is a special purpose cover- 
age which has no particular applica- 
tion with respect to retired lives, it 
likewise should be cancelled when 
an employee goes on retirement. 

The frequency of hospital and 
surgical claims is based on the inci- 
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dence of morbidity. On employees 
age 65 and over, the data as to the 
cost of hospital benefits is relatively 
limited but seem to indicate that it 
is two to four times the cost of 
similar benefits for younger em- 
ployees. This is due both to higher 
frequency and longer duration of 
hospital confinement. 

With respect to surgical operation 
insurance, the cost for employees 
age 65 and over is 1% to 2 times the 
cost of similar benefits for younger 


employees. The frequency of sur- 
gical operations does not appear to 
be substantially greater, but the 
portion of claims for major surgery 
with corresponding increase in the 
average claim payments per case is 
appreciably higher among the older 
employees. 

If a company has set up a pension 
plan which provides 35% to 50% 
of pay, and if it has set up a group 
life plan which after retirement re- 

(Continued on the next page) 
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Atter Retirement—Continued 


duces to a 40 or 50 percent death 
benefit, it should likewise—to be con- 
sistent—reduce the hospital and 
surgical benefits available to retired 
employees. 

It may be well to place a dollar 
limitation on the hospital and sur- 
gical benefits provided for the re- 
tired employee of, say, $500, use it 
as he will; with a similar benefit for 
all of his dependents, if there is a 
plan including dependents ; or a com- 
bined maximum of, say, $750 for 
use interchangeably. With experi- 
ence on these costs so limited, it is 
certainly wise to be conservative, 
and increase the benefits later on if 
future experience indicates it is pru- 
dent to do so. 


Employee Understanding 


One great advantage of express- 
ing this post-retirement benefit in 
dollars is that the employee really 
understands the value of the deal he 
is getting. Too often he may think 
of a thousand dollars life insurance 
as worth little, when actually in his 
case it is a thousand dollars of hard 
money for almost certain future de- 
livery. And he might regard a sim- 
ple hospital and surgical continua- 
tion arrangement as worth “peanuts” 
when actually and probably it will 
be worth its face value, if the em- 
ployee lives out his post retirement 
expectancy of 12.80 years (U. S. 
total population average). 

An employee benefit plan, soundly 
underwritten, will have deterrents 
on indiscriminate use. An ideal hos- 
pital and surgical plan should not 
pay the bill, but rather “break the 






OLDIREPUBLIC 


OLD REPUBLIC CREDIT LIFE INSURANCE COMPANY 


Specialized Insurance Service 
Safeguarding Consumer Credit 


JAMES H. JARRELL, President © HOME OFFICE: Chicage, Illinois 
REGIONAL OFFICES: Birmingham + Columbus + Denver 
San Francisce + Tulsa * Washington 





back of the bill,” so to speak, witn 
the employee paying a part of the 
total cost. If a plan is provided 
under which the employee goes to 
the hospital whenever he can get per- 
mission from his doctor and under 
which he leaves the hospital ten days 
later with all bills paid except a 10c 
phone call to his wife to come and 
get him, that. may prove to be a mis- 
take and one of the principal reasons 
for high claim ratios on hospital in- 
surance. There is not enough deter- 
rent there against indiscriminate use. 

For similar reasons, an employee 
might well pay part of his special 
services so as to control the indis- 
criminate use of hospital extras. One 
sound plan provides $100 for spe- 
cial services plus 75% of the next 
$1900; another good plan provides 
$75 special services, with the em- 
ployee paying the second $75, and 
then the plan stepping in for half 
of the balance and the employee pay- 
ing the other half. 

In this day of an increasingly 
complicated industrial society in 
America we might well stop and 
consider the insurance program of 
an individual, say an industrial em- 
ployee, as being like a three-legged 
stool. One leg of the stool, the un- 
derlying benefit, is, and may well 
continue to be, provided through 
government in the form of Federal 
old age and State unemployment in- 
surance. These are subsistence bene- 
fits and somewhat attempt to dis- 
charge the responsibility of the state 
to the individual, and are intended to 
abolish the poor house and the soup 
kitchen forever. 

A second leg of the stool might be 
considered to be the employee insur- 
ance provided through a group plan. 







































With these plans as supplements i. 
government insurance, an attempt is 
made to raise the “misfortune” ben 

fits of employees up to a level of 
respectability, which has alread) 
been reached in wage scales. As the 
employee’s standard of living has 
been increased through good wages, 
so an attempt is made to help him 
provide misfortune benefits above 
and beyond the subsistence level of 
the government benefits. 


Personal Program 


But the third leg of the stool is 
probably the most important one in 
democratic America, where the indi- 
vidual is his own king. This is the 
part of the total benefit program that 
the employee must provide for him- 
self. We must still expect him to 
do this, and in substantial measure. 
Otherwise he cannot rise above the 
subsistence level of government in 
surance only, or the improved level 
of government insurance plus group 
insurance benefits, to the height 
where he can feel independent and 
self-respecting in his misfortunes as 
well as his fortunes. 


The installation of a group plan 
should not be accompanied by an 
implied or expressed recommenda- 
tion that any employee reduce or 
discontinue his personal insurance. 
Rather, those who have the employ- 
ee’s interest at heart and are in a 
position to advise him, should urge 
that he supplement his government 
benefits and his group benefits by 
personal benefits. By so doing not 
only is his financial condition im 
proved but his self-respect and his 
value as a citizen. 

It is only because our industrial 
civilization is so complex that we 
need government insurance or em 
ployee insurance at all. If the indi- 
vidual in industrial America were 
adequate unto himself, which is 
probably too much to ask or expect, 
he might well be left to his own de 
vices a8 were our ancestors. Only 
the best of our ancestors survived 
their system; the weaklings dropped 
out. And in this day we can con 
tribute to national strength by en- 
couraging employees to be as self- 
sufficient as possible. 


From a paper before The American Manage 
ment Association. 
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GREAT deal has been 

and written during the past 

two or three years about this 
new-born babe in the field of acci- 
dent and health insurance coverage 
major medical expense. Most of 
that which has been said and written 


said 


was pointed at the methods proposed 
or adopted by the respective carriers 
who are offering this form of cover- 
age to meet the growing demand for 
protection in those areas of medical 
expense that had been 
entirely neglected or inadequately 
met. The discussion of this subject 


heretofore 


by both the casualty companies and 
the life companies, regardless of 
whether they are in the major 
medical expense market on the indi- 
\idual contract basis or on the group 
basis, has been in a large measure 
predicated upon an attempt to meet 
the growing challenge of govern- 
mental intervention in the field of 
health insurance. 


A Real Challenge 


this challenge is real is 
attested to by the recent publication 
of the report to the President of 
the United States by the President's 
Commission on the Health Needs of 
the Nation, known as the Magnussen 
Commission, entitled “The People 
Speak.” This report presents testi- 
mony given at public hearings in 
various sections of the country of the 


That 
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ever increasing problem of meeting 
the present day cost of medical care. 
It highlighted the keen interest in 
the question on the part of every 
segment of the American population 
including management, labor, the 
medical public health 
officials, sociologists, farm groups, 
educators, the insurance business, 
Blue Cross, Blue Shield and other 
medical service organizations. While 
this President's Commission has not 
promulgated any final conclusions, 
even a cursory reading of the interim 


profession, 


The buyer's viewpoint 


SE 


report will indicate a great concern 
with the problem of providing ade- 
quate medical services and how to 
make such services available to the 
greatest part of the population in 
every part of the country, at all 
income levels, in every walk of life. 
Of even greater and more particular 
concern was the problem of paying 
for unexpected, unusual major medi- 
cal expense, the effect of which 
would be catastrophic to the finan- 
cial stability of the average family 
involved. 


A Good Cross-section 


It is the purpose of this paper to 
analyse the economic and sociologi- 
cal aspects of the major medical 
expense problem and to present the 
point of view and experience of a 
buyer of insurance and administrator 
of a comprehensive insurance pro- 
gram covering than 3,000 
families, spread in metropolitan 
areas over thirty states, with fairly 
large concentrations in the cities of 
New York and Los Angeles, and 
with income levels from a low of 
$2,500 annually to a high in excess 
of $50,000 annually. The type of 
people included are both white collar 
and labor, skilled and unskilled, and 
each group is made up of varying 
ages. In short, a good cross-section 
of American people in an income 


more 


(Continued on the next page) 
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Medical Expense—Continued 


level to some degree higher than the 
national average income level. 

This group 1s representative of 
that large part of the American 
population who are daily fearful of 
what a sudden, major illness or 
accident to a member of their family 
with its attendant major medical 
expense, will do to their financial 
solvency. It is for these people that 
provision must be made to protect 
them against the exigencies of such 
catastrophic medical expense. This 
form of protection or insurance, 
when provided, must be sociologi- 
cally and economically sound and 
must be so conceived and so planned 
that it will stand up from an under- 
writing point of view. Such a plan 
must be broad enough to provide the 
required protection within accepted 
principles of insurance underwriting 
as outlined hereinafter, so that it 
will not fall of its own weight or 
become too expensive for the average 
family. 


Areas of Expense 


One of the basic conclusions 
which the President’s Commission 
reached as a result of the Hearings 
outlined in their report was that 
catastrophic illness costs were too 
much for the average man’s pocket- 
book even if he were aided by an 
average voluntary health insurance 


plan. That is the essence of the prob- 
lem and how are we to meet it? Let 
us list those types and areas of 
medical expense and analyse each 
in the light of : 

1. Their effect on the financial sta- 
bility of and the ability to pay by the 
average family. 

2. What forms of insurance protec- 
tion are already available and 
whether such forms of protection are 
adequate to meet the needs of the 
public in the light of the develop- 
ment of modern medical practice, 


and 


‘3. What controls and underwriting 


fences must be established so that the 
provision of coverage for catastro- 
phic expense may be placed and kept 
on a sound basis and at a reasonable 
cost. 

The following are the major items 
of medical cost which are commonly 
encountered : 

1. Hospital room and board. 

2. Additional hospital charges for 
services rendered other than room 
and board such as operating room, 
anesthesia, X-ray and_ laboratory 
examination, drugs and medications, 
etc. 

3. Surgical 
hospital ). 
4. Medical 
hospital). 
5. Registered nursing fees (in or 
out of hospital). 

6. Services and supplies outside of 


fees (in or out of 


fees (in or out of 
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hospital such as rental of iron lungs 
and other mechanical equipment, 
hospital type beds, oxygen and rental 
of equipment for its administration, 
X-rays and laboratory examinations 
and other therapeutic services and 
supplies. 

7. Drugs and medicines. 


A Group Basis 


Sefore discussing each of the 
items of medical expense in relation 
to a major medical expense reim- 
bursement plan, the writer wishes 
to point out that this entire discus- 
sion is predicated on the establish- 
ment of such a plan only on a group 
basis. It is our firm conviction, and 
the history of Blue Cross and Blue 
Shield as well as the experience of 
most of the service type plans and 
organizations bear us out, that where 
health insurance either in the form 
of hospitalization, surgical, or medi- 
cal benefits has been provided on an 
individual contract basis, the under- 
writing experience was uniformly 
bad and that the insurance cost of 
such plans became increasingly high 
so that in many cases many such 
plans had to abandon such individual 
contracts. It became clear to them 
that such a method of writing made 
them subject to adverse selection and 
there was no way of overcoming the 
effects of such an adverse selection. 

Those carriers who would write 
major medical expense insurance on 
an individual contract basis must 
face the same hazards of adverse 
selection and must either place limi- 
tations and exclusions in their cover- 
age to such a degree so as to make 
the coverage itself ineffectual, or 
place such a high price upon it as 
to put it out of the reach of the 
average income family. We are firm 
in our belief that the only sound 
approach to the problem of providing 
protection against the hazards of 
major medical cost is on the group 
basis, subject to the long established 
principles and rules of group insur- 
ance underwriting. Those principles, 
which are well known to everyone 
engaged in the field of group insur- 
ance, have been tested over a long 
period of time and have proven 
sound in the fields of weekly indem- 
nity insurance, hospitalization and 
surgical benefits and certainly should 
be made applicable to a major medi- 
cal expense plan in order to keep 
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this new addition to the family of 
health insurance sound. 

It is also our firm belief that a 
major medical expense plan should 
be completely integrated with and 
made part of a hospitalization and 
surgical plan, regardless of whether 
such a plan is a service type such 
as provided by Blue Cross and/or 
Blue Shield or a benefit plan as 
underwritten by an insurance com- 
pany. We do not however imply 
that both the hospital and surgical 
plan and the major medical expense 
plan must be underwritten by the 
same carrier except that any sound 
buyer of this type of coverage will 
recognize the obvious advantages 
and economies of administration by 
placing all such coverages under one 
package with a single carrier. 


Each of the Elements 


With the foregoing basic prin- 
ciples in mind, let us proceed with 
the discussion of each of the ele- 
ments which make up Major Medical 
Expense insurance and in such dis- 
cussion we will evolve some new 
principles that we believe are 
“musts” in setting up such protec- 
tion. 


1. and 2, Hospital room and board 
and hospital charges for additional 
services other than room and board 


An examination of hospital room 
and board charges across the coun- 
try including metropolitan as well 
as rural or suburban areas, indicated 
that the average room and_ board 
charge for semi-private facilities was 
in the neighborhood of $15 to $16 
per day. We also found that private 
facilities were available, particularly 
in the larger cities, at varying rates 
up to $60 per day for deluxe suites. 
This enormous gap in cost of hos- 
pital facilities from $15 per day to 
$60 per day highlighted one of the 
basic questions that must be an- 
swered and which should be faced 
to a greater or lesser degree in each 
of the areas of medical cost ; namely, 
can we set-up a plan that would per- 
mit the selection of $60 per day 
facilities and have such selection and 
consequent cost paid for by the ma- 
jor medical expense plan. Obvi- 
ously, we came to the conclusion 
that there was no way in which the 
$60 per day facility could be in- 
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sured. There was no sociological, 
economical or medical reason to 
provide insurance for any room 
and board facilities beyond those 
which the person in an income 
bracket of approximately $10,000 
annually would normally use if he 
were paying the entire bill himself. 
We, therefore, decided to change our 
existing hospitalization plan to a $12 
per day room and board benefit, 
which benefit represented about 75% 
of the average room and board cost 
predicated upon the principle out- 
lined above. We extended the pe- 
riod of coverage from 31 days to 
180 days, and after careful study we 
were convinced that in more than 
98% of the hospitalized cases such 
a period of coverage was adequate 
to meet any catastrophic contin- 
gency or medical requirement. 


Other Services 


In the area of hospital charges for 
services other than room and board 
which include operating room, an- 
esthesia, X-ray and laboratory ex- 
amination, drugs and medications, 
etc., we felt that the patient was not 
in a position to make any selection 
whatever as to type, quantity, fre- 
quency or cost of the services listed 
above, and that the cost for such 
services in a large measure were 
standard as to a particular hospital, 
and would not to any material ex- 
tent be influenced by the presence 
or absence of insurance protection 


I I 


to pay for such costs. As a matter 
of fact, most service type plans in 
existence today provide benefits for 
such costs on an “unlimited” basis. 
We, therefore, after careful examin- 
ation of a large cross-section of 
hospital cases came to the conclu- 
sion that an allowance of $1,000 for 
case room fees in any one hospital 
confinement was tantamount to an 
unlimited benefit for such costs, 
and in the great preponderance of 
cases was adequate. We, therefore, 
adjusted our existing hospitalization 
plan to provide $1,000 benefit for 
case room fees for each disability. 
If future experience should prove 
that the $1,000 allowance became in- 
adequate in any representative num- 
ber of cases, we could without too 
much difficulty and without any ma- 
terial increase in the cost change 
such benefit to $1,500 or $2,000 as 
the need arose. 


We then excluded from the “ma- 
jor medical expense plan” all hos- 
pital charges, since such charges 
were adequately taken care of on a 
catastrophic basis under the e-xist- 
ing adjusted hospitalization plan. 


3. Surgical fees (in and out of 
hospital) 


This was the most crucial area of 
medical expense and one which has 
seriously troubled all underwriters 
in the field of health insurance. Here 
was an element of cost that had no 

(Continued on the next page) 
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Medical Expense—Continued 


standards, which could vary, for the 
same service, from a charge from 
$100 to $2,000 or more; that was 
predicated in a very large measure, 
not upon the type of service rendered 
but most usually upon the patient’s 
ability to pay and his available finan- 
cial resources. How could one de- 
termine how much an appendectomy 
was worth? Was it worth as much 
for a person earning $5,000 a year 
as for a person earning $15,000 per 
year? If there was a direct rela- 
tionship between relative fees and 
relative earnings, i.e., if a person 
who earned $15,000 annually paid 
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three times as much for surgical 
treatment as a person who earned 
$5,000 annually paid for the same 
procedure, we could somehow work 
out a formula for underwriting these 
relative costs. Unfortunately, there 
is no fixed pattern or standard and 
there is no way to apply a mathe- 
matical formula. 


Surgical Fees 


In planning the set-up of our 
major medical expense plan we ex- 
amined about five hundred surgical 
claims in all areas of the country. 
We eliminated from our survey the 
claims submitted by people whose 
earnings were in excess of $15,000 
per year. We also eliminated the 
claims of those people whose earn- 
ings were $5,000 or under per year. 
We, therefore, obtained a 
section of surgical fees charged for 
almost all types of surgery (whether 
performed in or out of the hospital) 
for people in an income bracket of 
between $5,000 and $15,000 annu- 
ally. 

A Health Insurance Council re- 
port “Accident and Health Cover- 
age in the United States,” dated 
June 1952 indicates that at the end 
of 1951 that there were in excess of 
65,000,000 people covered by vari- 
ous types of surgical benefit plans. 
This number includes those covered 
by both benefit type and service type 
organizations. As of the end of 
1952 it is estimated that this number 
is in excess of 70,000,000 people. 
In most cases the plans provide bene- 
fits on a scheduled basis. Excepting 
for a few types of surgery, particu- 
larly in the area of fractures where 
definition is difficult, we found that 
to a large degree the benefits pro- 
vided in what is commonly known 
as the “$300 Surgical Benefit Sched- 
ule” paid for between 65% and 75% 
of the surgical bills. This survey 
also disclosed that in a majority of 
surgical cases, the surgeon geared 
his fee to the benefit provided un- 
der the insurance schedule. 


cToss- 


lf he has Insurance 


It has frequently been reported 
to us that when an insured person 
makes arrangements for surgery he 
is asked whether he has insurance 
and if the reply is in the affirmative 


the next question is “how much 
does it pay?” Usually the fee js 
set at approximately 30% or 40% 
higher than the benefit provided, 
making the insured person’s share 
of the cost about 65% or 75% of 
the total bill as indicated above. 
Recognizing this indicated practice, 
and with tongue in cheek, we in- 
creased our schedule to a $350 max- 
imum benefit. The purpose of this 
change was to attempt to bring the 
schedule up to the level of 75% of 
the bill. If in the future this schedule 
should prove inadequate, it will 
not be too difficult to further adjust 
and bring it in line with existing 
fee conditions. We are presently 
negotiating for the correction of 
some of the individual items within 
the schedule so that the entire sched- 
ule will be in balance. 

We then excluded all surgical fees 
from our major medical plan, and 
thus climinated one of the greatest 
dangers to the solvency of the plan. 


The Higher the Bill 


While we do not wish to cast any 
reflection on the medical profes- 
sion and its attitude toward surgi- 
cal fees, we have convinced 
by broad experience that the greater 
the benefit provided the higher the 
surgical bill; and the increase of 
the surgical benefit schedules or the 
provision of an open end (unsched- 
uled) benefit will tend to increase 
the fee or even lend itself to an 
unfortunate sub-rosa deal between 
surgeon and patient for the ab- 
sorption of the deductible or co 
insurance factors (which are dis 
cussed later in this paper). We are 
equally convinced that in keeping 
surgical benefits on the scheduled 
basis, we were not prejudicing the 
position of the insured person nor 
were we in a great preponderance 
of cases failing to provide the ade 
quate and needed protection. 
experience in the operation of our 
major medical expense plan has 
proven our conclusion sound. 

After having discussed in de 
tail and disposed of the two areas 
of medical expense which have cre 
ated underwriting uncertainties and 
which were subject to abuse and the 
consequent unsoundness and insoly 
ency of the entire plan, we would 


been 


Our 


(Continued on page 52) 
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HERE is no uniformity in 

the various state statutes or 

state insurance department 
regulations concerning the develop- 
ment of association group business. 
The tremendous growth of this class 
of business during recent years war- 
rants the assertion that there should 
be more uniformity if this field of 
accident and health insurance is to 
show continued progress in the fu- 
ture. 


Two Methods 


Insuring the members of an as- 
sociation for accident and sickness 
coverage has been accomplished on 
When the as- 
sociation has officially approved a 
specific plan and the company’s re- 
quired number of completed appli- 
cations have been obtained by the 
soliciting agent, the protection is 
provided for in two ways. If op- 
erating under a group statute, a 
master policy is furnished the asso- 
ciation and certificates of insurance 
containing a complete resume of 
the coverage are in turn furnished 
the insureds. 

If operating under a franchise or 
policy statute under the same cir- 
cumstances an individual policy is 
issued to each insured containing a 
renewal agreement provision to the 
effect that, unless all similar pol- 
icles are terminated, (and there 
have been very few instances of 
such termination) it is agreed that 
the company reserves the right to 


the following basis. 
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decline to renew the individual pol- 
icy for the following reasons only : 
a. Non-payment of premium. 

b. When the insured becomes sev- 
enty years of age. 

c. If the insured retires or ceases to 
be actively engaged in the 
profession. 

d. If the insured ceases to 
active member of the ...... 


be an 


The master .policy issued to an 
association or the plan which the 
company submits and agrees to in- 
cluding the issuing of individual 
policies have the same effect in as- 
suring the association of an insur- 
ance agreement. 

Some states specify that associa- 
tion members can be insured if the 
asociation is “formed for purposes 
other than of obtaining insurance.” 
There is no objection to this type 
of statutory phraseology. No pro- 
fessional or trade association, to my 
knowledge, has been formed for 
the purpose of obtaining insurance 
benefits. 


The phraseology from the associ- 
ation section of the model group bill 
recommended by the Health and 
Accident Underwriters Conference 
is as follows: 

“Group sickness and accident in- 
surance is hereby declared to be 
that form of sickness and accident 
insurance covering groups of per- 


sons, with or without one or more 
members of their families or one or 
more dependents, and issued upon 
the following basis; Under a policy 
issued to an association, including 
a labor union, which shall have 2 
constitution and by-laws and which 
has been organized and is maintained 
in good faith for purposes other 
than that of obtaining insurance, in- 
suring at least twenty-five members, 
employees, or employees of members 
of the association for the benefit of 
persons other than the association 
or its officers or trustees, as such.” 


This is the type of group legisla- 
tion that should be adopted. Note 
that there is no percentage of partici- 
pation required. If companies de- 
sire a minimum percentage in the 
development of group life that is 
their concern. The factors of dis- 
ability insurance are different than 
life insurance and it should not be 
subject to the same legislation. The 
accident and health industry better 
serves the public by being un- 
shackled from restrictive statutes. 


State Statutes 


There are specific group statutes 
concerning the writing of profes- 
sional or trade association groups in 
the following states. In some in- 
stances there is a specific require- 
ment of a minimum percentage of 
participation and in practically all 
instances there is a requirement of 


(Continued on the next page) 
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Need for Uniformity—Continued 


a minimum number of members to 
be insured. Twenty-five or more 
members are required without any 
percentage of participation in Colo- 
rado, Nebraska, Kansas, Minnesota, 
(Minnesota requires master policy 
to be available to insured’s inspec- 
tion), Nevada, Ohio, (in Ohio it is 
not permissible to insure employees 
of members), Oklahoma, Oregon, 
Pennsylvania, Vermont, West Vir- 
ginia and Illinois in which State it 
is also possible to insure employees. 
The State of Idaho during 1952 
adopted new group legislation. 


In the State of Kentucky em- 
ployees of members can also be 
covered. The State of Michigan 
requires only five or more mem- 
bers, and the States of New Mexico 
and Wisconsin have a minimum re- 
quirement of ten members with no 
minimum participation percentage. 

In the State of California, ten or 
more association members includ- 
ing employees of members can be 
covered if 50% participation is ob- 
tained. The District of Columbia 
recently enacted new legislation. The 
State of Indiana requires fifty or 
more members with 75% participa- 
tion. The State of Florida requires 
twenty-five members with 60% par- 
ticipation while Louisiana requires 
twenty-five with 50% participation. 


Under the State of Iowa group 
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statute, Bar Association members 
only are eligible with 65% participa- 
tion. In Maine and New York un- 
der a blanket policy it requires fifty 
or more members and apparently 
100% participation. 


New Jersey has a specific group 
statute and in the State of South 
Carolina twenty-five members are 
required with 75% participation. It 
is the opinion of many engaged in 
the business that the percentage of 
participation required is an under- 
writing problem to be determined by 
the company rather than by forty- 
eight different state statutes. 


There is no group statute specifi- 
cally mentioning association groups 
and, to my knowledge, no insurance 
department ruling prohibiting any 
specific group in the following states ; 
Alabama, Arizona, Arkansas, Con- 
necticut, Delaware, Georgia, Mary- 
land, Mississippi, Missouri, Mon- 
tana, New Hampshire, Maine and 
New York, North Carolina, North 
Dakota, Rhode Island, South Da- 
kota, Tennessee, Texas, Utah, Vir- 
ginia, Washington and Wyoming. 


Specifically Prohibited 


Association groups are apparently 
specifically prohibited under fran- 
chise in the states of Iowa, Massa- 
chusetts, and Pennsylvania. In these 
states, the company cannot require 
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association membership under an in- 
dividual policy, 

The recommended model fran- 
chise legislation submitted by the 
conference and adopted by the Na- 
tional Association of Insurance 
Commissioners states: 


“Sickness and accident insurance on 
a franchise plan is hereby declared to 
be that form of sickness and accident 
insurance issued to ten or more 
members, employees, or employees 
of members of any trade or profes- 
sional association or of a labor un- 
ion or of any other association hav- 
ing had an active existence for at 
least two years where such associ- 
ation or union has a constitution or 
by-laws and is formed in good faith 
for purposes other than that of ob- 
taining insurance.” 


Ten or More Members 


Note again that this contains no 
recommendation as to minimum par- 
ticipation. The minimum of ten or 
more members provides that small 
associations can obtain the benefit 
of franchise coverage. It is well 
to recall that those who are governed 
least are governed best. It is an 
underwriting matter subject to each 
company’s method of operation as 
to whether they wish to consider 
small cases. It should not be dic- 
tated by legislation preventing a 
great mass of association members 
not being able to be serviced in their 
own state or locality by their A & H 
agent. 

In many states, franchise associa- 
tion business is permitted without 
specific legislation authorizing its is- 
suance but in those instances we “‘are 
on thin ice” subject to a possible rul- 
ing. Specific legislation in every 
state as recommended by the con- 
ference should be supported. We 
should urge the aid of the local 
A & H association, the local A & H 
agent and the local companies in 
every state where franchise legisla- 
tion has not been adopted. The ac- 
cident and health industry should 
strive to have uniform franchise in- 
surance and uniform group insur- 
ance statutes enacted. State insur- 
ance commissioners and department 
personnel are usually cooperative to 
support A & H legislation if they 
are cognizant of the benefit to the 
insureds in their state. 
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There is no franchise statute gov- 
erning the development of associa- 
tion groups, nor is there apparently 
any insurance department ruling 
prohibiting franchise groups in the 
following states: Alabama, Arizona, 
Arkansas, Colorado, Connecticut, 
Delaware, District of Columbia, 
Georgia, Idaho, Indiana, Kansas, 
Minnesota, Mississippi, Missouri, 
Montana, Nevada, New Jersey, New 
Mexico, New York, North Dakota, 
Oregon, Rhode Island, South Da- 
kota, Tennessee, Texas, Utah, Vir- 
ginia, West Virginia and Wyoming. 

There are specific franchise stat- 
utes permitting the issuance of in- 
dividual policies on a franchise basis 
in each of the following states which 
require only a minimum of ten or 
more members with no minimum 
percentage of members required; 
Nebraska, California, Florida, Ken- 
tucky, Louisiana, Maine, Michigan, 
New Hampshire, North Carolina, 
Ohio, Oklahoma, South Carolina, 
Vermont and the State of Washing- 
ton. In California, employees of 
members can be covered, In the 
State of Illinois by insurance de- 
partment ruling effective January 1, 
1952, it is required that if any one 
policy issued on a franchise basis is 
cancelled, all such policies issued to 
an association must be simultane- 
ously terminated. In Maryland, 
franchise is permitted at the discre- 
tion of the insurance commissioner 
with the requirement that the pre- 
mium cannot be less than 15% for 
similar individual classes. In the 
state of Wisconsin, the franchise 
minimum is only three or more 
members and employees of members 
are permitted to be insured. In the 
State of Oklahoma, all policies issued 
under a franchise plan to association 
members must have the word “Fran- 
chise” stamped or printed thereon. 


Uniformity 


In reviewing these factors, sub- 
ject to certain legislation that has 
not been brought to our attention, 
it should be very apparent that we 
have no uniformity in the various 
statutes or regulations. Uniformity 
reduces company expense and in 
turn redounds to the policyholder’s 
benefit. Also, association group 
business brings about more insureds 
resulting in less demand for in- 
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trusion into our private enterprise 
system. 

The State of Iowa under its new 
group statute permits only the in- 
suring of Bar Association members 
with the association participating in 
the premium. There is no require- 
ment as to the amount of participa- 
tion. It can be a token amount. 
In Iowa, the medical, dental and 
trade association members cannot 
be given the full benefits of an as- 
sociation group plan except by in- 


dividual policy with no requirement 
for association membership. 

The premise of requiring associa- 
tion membership by the companies 
is sound, There is an underwriting 
factor when we consider that a mem- 
bership committee screens all appli- 
cants for membership. If an indi- 
vidual does not meet with association 
standards, his insurance desirability 
is also affected. Even with the vari- 
ous integrated bar associations there 

(Continued on the next page) 
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Need for Uniformity—Continued 


are certain qualifications for con- 
tinuing membership. 

Master policies and certificates of 
insurance can be issued in many 
states; for example, Illinois, Wis- 
consin and Michigan. In many 
states, association business is writ- 
ten on an individual policy basis 
under a franchise plan. This pro- 
cedure is also permissible in Illinois. 


Employees of Members 


A new field has developed re- 
cently under this class of business ; 
coverage for employees of members. 
Here again there is no uniformity. 
Some states make no mention of its 
permissibility. The State of Illinois 
group code permits the insuring of 
employees of association members 
on the master policy and certificate 
of insurance basis. The State of 
Vermont permits the inclusion of 
dependents of members. Riders pro- 
viding coverage to dependents have 
been approved in many states if 
attached to individual Franchise pol- 
icies. In recent years the Blue Cross 
has entered the field of association 
business by providing members and 
dependents with hospitalization cov- 
erage. They have usually required a 
centralized collection agency. 


Renewals 


Recently the State of Minnesota 
issued a regulation prohibiting a 
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company or agent writing associa- 
tion business from advertising in 
any way that such insurance is “non- 
cancellable,” “individually non-can- 
cellable” or “guaranteed renewable.” 
Many other insurance departments 
have issued a similar ruling. Many 
agents unaware of these rulings, are 
innocently using the prohibited 
phraseology by letter or pamphlet 
and I, therefore, urge all companies 
engaged in writing association 
groups to cooperate to avoid insur- 
ance department criticism. Misrep- 
resentation has no place in our busi- 
ness. 

The development of association 
group business has accomplished a 
great deal of good. It has provided 
substantial protection at a reason- 
ably low-cost to association mem- 
bers. Its future is bright—the sur- 
face has not been scratched. 


Broadened Coverage 


Association group business is now 
in its third decade of operation. Ade- 
quate experience has been developed 
on the standardized basis. Compe- 
tition and demands have consider- 
ably broadened the coverage in re- 
cent years. Some companies, I be- 
lieve, have gone too far in broad- 
ening the scope of coverage. They 
may some day feel the pains of 
“getting business for too little and 
giving too much.” If my prognosti- 
cation becomes a reality, and in the 
future,—terminations become prev- 
alent,—restrictions become common, 
—rate increases become general,— 
then the very solid foundation upon 
which this class of business has been 
developed will be thereby threatened. 
Who can foresee the economic con- 
ditions facing us all during these 
troublesome times? Over sixty-five 
insurance companies, members of 
the Health and Accident Under- 
writers Conference, underwrite this 
specialized class of business. Many 
members of a professional or trade 
association have become ‘disability 
insurance-minded” as a result of the 
publicity and mechanics of an as- 
sociation group plan. Other similar 
insurance is not affected. Associa- 
tion members need to carry good 
individual disability insurance, so 
let us consider association group 
A & H protection as supplemental 
low-cost coverage. 





There are two problems in con- 
nection with this class of busi). 
that now face the accident and health 
industry. the factor that 
association members should not be 
overloaded with much income 
disability insurance as a result 
superimposed plans. 


SS 


One is 


too 
of 
The solution 
to the other problem is the effective 
cooperation of all companies and 
agents in bringing about some degree 


S 


of uniformity of statute and regu- 


Ss 


lation in every state in the Union. 


Benefit All 


The reduction of expense,—the 
elimination of a required rider, 
the universal use of standardized in- 
dividual policy and group forms, 
and other factors too numerous to 
mention benefit and 
agents. In turn these important 
items reflect to the benefit of our 
multitude of policyholders. Every 
representative of an insurance com 
pany should be aware of the con 
structive over-all results that will 
be accomplished when we can agre« 
amongst ourselves and achieve stat- 
utory uniformity, I dedicate 
self to that project. I 
reader's concurrence, 

It is most difficult to conduct a 
study or survey on a technical sub- 
ject such as legislation and _ official 
rulings. 


companies 


my- 
urge the 


In some states, references 
in the law books are under the fol- 
lowing different headings ; accident, 
health, health and accident, sickness 
and accident, disability, casualty, life, 
general, and, in some instances, be- 
fore you find a reference you have 
reviewed fifteen pages of law. | 
trust, therefore, the reader will favor 
me with a margin of error. More- 
over various State Legislatures are 
currently meeting and some of the 
present statutes are being improved 


UNIFORM A. & H. LAW 


ROGRESS is reported on the in- 
‘troduction of the uniform indi- 
vidual accident and sickness pro- 
visions law recommended by the 
National Association of 
Commissioners. 


Insurance 
Bills have been in- 
troduced in nine states and the Dis- 
trict of Columbia, and it is expected 
that similar bills will soon be put 
into the hopper in five more states. 
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(\uestions ¢ Answe (S 


PART A—LIFE INSURANCE FUNDAMENTALS—{Continued from March) 


QUESTION 6. 


(a) Explain carefully what 
effect each of the following would 
have on a life insurance com- 
pany’s surplus: 

(1) A change from a modi- 
fied reserve system to a full level 
premium reserve system on in- 
surance in force. 

(2) A decrease in the interest 
assumption on new policies which 
is not accompanied by a decrease 
in the actual interest earnings. 

(3) Mutualization of a capital 
stock company. 

(b) Under participating life 
insurance the policyowner is en- 
titled to periodic dividends as his 
share of the “divisible surplus” 
of the company for his particular 
classification of contract. 

(1) Deseribe the dividend op- 
tions normally available to a pol- 
icvowner. 

(2) Under what different cir- 
cumstances would you recom- 
mend the use of each of these? 


Answer to Question 6. 


(a) (1) A change from a modi- 
fied reserve system to a full level 
premium reserve system on insur- 
ance in force would have the effect 
of reducing the company’s surplus. 
\ modified reserve system is one 
in which the company, at the time 
each contract is issued, sets up a 
reserve smaller than the full level 
premium reserve, using the differ- 
ence to meet the excess of first-year 
expenses Over first-year loading. The 
company, in effect, borrows from 
the full reserve, and over the pre- 
inium-paying period of the policy, 
repays the loan out of the renewal 
loading in the gross premium, It 
iollows, therefore, that if a com- 
pany should switch from a modified 
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reserve system to a full level pre- 
mium reserve system it would have 
to transfer from the surplus account 
to the reserve account an amount 
equal to the aggregate deficiency in 
the reserves of all policies in force 
at the time of the change. 

(2) A decrease in the in- 
terest assumption on new policies 
not accompanied by a decrease in 
the actual interest earnings would 
increase the surplus of the com- 
pany. A lowering of the required 
rate of earnings, with no change 
in the actual rate, would increase 
the margin between the two and 
thus enable the company to add a 
larger portion of actual earnings to 
surplus. Furthermore, a lowering 
of the interest assumption would 
produce a larger premium and larger 
reserve, and the wider excess in- 
terest margin would be applied to 
a larger base, magnifying excess in- 
terest earnings to an even greater 
extent. The net result might be 
an increase in dividends, but there 
would, nevertheless, be an anteced- 
dent increase in surplus. 

(3) The mutualization of a 
capital stock company would result 
in a decrease in surplus. In the 
mutualization process the policy- 
holders use a part of the surplus of 
the company to retire the capital 
stock. 

(b) (1) The dividend options 
normally available to the policy- 
holder include: 

(1) Cash—The policyholder may 
direct that the dividends be paid in 
cash, either to himself or to any 
other person or organization that 
he might designate. The dividend 
is usually paid on the policy anni- 
versary, but some policies stipulate 
that the dividend is not payable un- 
til the next premium has been duly 


paid. 


(2) Part-payment of premiums— 
The dividend may be applied against 
the premium falling due on the policy 
anniversary, so long as the remain- 
der of the premium, if any, is paid 
before the expiration of the grace 
period. If premiums are payable 
on a quarterly or monthly basis, 
the dividend may suffice for the 
particular premium installment due. 


(3) Paid-up additions—The divi- 
dends may be used to purchase 
paid-up participating life insurance, 
usually called “paid-up additions.” 
The dividends are used as single 
premiums to buy additional life in- 
surance at net rates. 


(4) Accumulation at interest— 
The dividends may be left with the 
company to accumulate at a guar- 
anteed rate of interest. If a higher 
rate is earned, it is customary to 
credit the dividend deposits with 
such higher rate. In some policies 
the accumulations may be with- 
drawn at any time, while in others 
they may be withdrawn only on a 
policy anniversary. In the event of 
death, the dividend accumulations 
are paid in addition to the face of 
the policy. 


(5) To pay-up the policy—Divi- 
dends can be used to convert a pre- 
mium-paying policy into a paid-up 
policy. This is a variant of the pre- 
ceding option, since it represents one 
application of dividend accumula- 
tions. Whenever the dividend ac- 
cumulations plus the reserve equal 
the net single premium for that type 
of policy at the insured’s attained 
age, further premium payments can 
be discontinued. Once the accumula- 
tions have been applied in that man- 
ner, however, only the face of the 
policy would be paid in the event 
of death. Dividends which might be 
accumulated after the policy is paid 
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up would, of course, be paid in ad- 
dition to the face amount. 

(6) To “mature” the policy as 
an endowment—This option is sim- 
ilar to the preceding one, with the 
exception that the accumulation 
added to the reserve must equal the 
face of the policy at which time the 
proceeds may be paid. Under an- 
other form of this option, known as 
the accelerative endowment plan, 
each dividend is applied as it is de- 
clared to reduce the period of the 
endowment, or, in effect, to convert 
the policy each year into a different 
plan under which the term to matu- 
rity is reduced. 

(2) (1) Cash or part-payment 
of premiums—Dividends should be 
taken in cash or, what amounts to 
the same thing, used to reduce pre- 
miums, when the premium outlay 
must be kept at a minimum or when, 
regardless of financial ability, there 
is no need for additional insurance. 
For most individuals this would be 
the least advantageous method of 
utilizing dividends. 

(2) Paid-up additions—Gener- 
ally speaking, this option should be 


used when there is a current or 
prospective need for additional in- 
surance protection. It is a particu- 
larly valuable option when the in- 
sured needs more insurance but has 
become uninsurable since the policy 
was issued or the option was elected, 
as the case may be. Another ad- 
vantageous feature of this option 
is the fact that the additional insur- 
ance is available at net rates. 


(3) Accumulation at interest— 
This option should be used when 
the insured wishes to accumulate as 
large a fund as possible for his own 
retirement or other savings objec- 
tive. It emphasizes the savings fea- 
ture of a policy as opposed to the 
protection element. 

(4) To pay-up the policy—This 
option would normally be used when 
the insured’s earnings have de- 
clined or terminated completely as 
through retirement or disability. 


(5) To “mature” the policy as 
an endowment—This option can be 
used to provide funds for retire- 
ment or for other savings objectives, 
particularly when the protection 
function of the contract has become 
of lesser importance. 


QUESTION 7. 


(a) In a speech delivered re. 
cently to a group of life under. 
writers a lawyer stated that, “One 
of the most striking things about 
a life insurance policy is that it 
is one business contract which 
is designed to protect one of the 
parties against his own weak. 
nesses. These weaknesses are 
usually the result of carelessness 
or financial inability but, in some 
cases, go even beyond this.” 


Describe four clauses which 
are present in life insurance con- 
tracts and which the speaker 
probably had in mind. Explain 
how each operates to protect the 
insured. 


(b) “Simultaneous or near 
simultaneous death of the in- 
sured (husband) and _ primary 
beneficiary (wife) occur fre- 
quently enough to cause concern. 
All underwriters should keep this 
possibility in mind in arranging 
an insurance program since 
otherwise all of the insured’s 
plans for his insurance estate 
may be disarranged.” 





‘‘NO ‘DEAD END’ 
ROAD FOR US!”’ 


Glendale, California 


... says Mrs. C. K. Knouse 








"How well | remember the time 
when Chuck and I were facing a 
"Dead End" road as far as higher 
earnings and independency were 
concerned! 

"Moreover, Chuck's work as a field service engi- 
neer required him to travel about the country, keep- 
ing him away from home from four to six months. 
We realized we had a big problem. How could we 
keep our family together all year and still have a 
successful future? 

"The turning point came in our lives when a 
Minnesota Mutual salesman called on us to discuss 
our insurance needs. He presented the Success 
Bond Story and we were completely sold. Chuck 





saw the Success Bond Story as a basis for a success- 
ful business career. 

"It wasn't long before my husband joined the 
Minnesota Mutual family as a life insurance sales- 
man and policy holder. Now after more than five 
years with Minnesota “Mutual, there's no “Dead 
End" road for us!" 


Charles K. Knouse paid for $417,730 with Minnesota 
Mutual's Success Bond Story and other exclusive sales 
tools in 1952. 
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Specifically, what practical 
suggestions should you make to 
an insured to be reasonably cer- 
tain that the insurance proceeds 
will be properly directed in case 
he dies simultaneously with the 
primary beneficiary? 


Answer to Question 7. 


(a) The life insurance contract 
is replete with clauses and provisions 
designed to protect the insured 
against his own fallibilities and limi- 
tations. Some of the clauses are 
directed at negligence and oversight, 
some at financial deficiencies, and 
others at moral defections. Many 
of the clauses afford protection 
against more than one type of weak- 
ness as will be evident from the 
following discussion. 

(1) Grace Period—This provi- 
sion permits the insured to remit 
his premium within a specified pe- 
riod after the due date, usually thirty 
or thirty-one days, during which 
time his policy remains in full force. 
The protection is not only continued 
Without interruption, but the insured 
avoids the inconvenience and possi- 
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ble difficulties of reinstatement if 
he pays his premium within the grace 
period. Most policies provide that 
if death occurs during the grace 
period, the unpaid premium will be 
deducted from the proceeds. This 
clause protects the insured against 
his oversight or temporary financial 
embarrassment, as the case might 
be. 

(2) Automatic Premium Loan— 
This provision provides that in the 
event of non-payment of the pre- 
mium by the insured, the premium 
will be automatically paid by the 
creation of a loan which, with in- 
terest, becomes a lien against the 
policy proceeds until paid. Pre- 
miums may be paid in this manner 
until the cumulative loan, plus ac- 
crued interest, equals the surrender 
value, at which time the policy 
lapses. The insured may regain his 
original status by repaying the 
amount which he owes the company, 
without the necessity of furnishing 
evidence of insurability. This pro- 
vision likewise protects the insured 
against lapse of his insurance 
through inadvertent nonpayment of 
premium or temporary inability to 
pay the premium. 


(3) Reinstatement Privilege—All 
policies carry the right of reinstate- 
ment within a reasonable time after 
lapse, usually three or five years, 
provided the insured can present 
satisfactory evidence of insurabil- 
ity. In addition to the insurability 
requirement, the insured must pay 
past-due premiums plus interest, less 
dividends, and where indebtedness 
existed at date of lapse, the indebted- 
ness, plus accrued interest, must 
either be repaid or reinstated. The 
right of reinstatement does not usu- 
ally apply where the cash value of 
the policy has been paid or where 
the policy has been continued as ex- 
tended term and has expired. The 
reinstatement privilege also protects 
the insured against failure to make 
timely remittance of a premium 
either through oversight or inability, 
but it comes into operation at a later 
stage than the two provisions pre- 
viously discussed and, in effect,.con- 
stitutes a remedy of last resort. 

(4) Misstatement of Age—It is 
a standard policy provision in most 
states that in the event of misstate- 
ment of age the amount of the policy 
shall be adjusted to the amount that 
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would have been purchased at the 
correct age by the premium actually 
paid. It should be noted that this 
clause is outside the scope of the 
incontestable clause discussed be- 
low. In most cases, the misstatement 
of age occurs as a result of ignorance 
or carelessness, but in some instances 
it undoubtedly represents an attempt 
to defraud the insurance company. 

(5) Incontestable | Clause—All 
policies contain a provision that they 
shall be incontestable after a stated 
period, usually one or two years 
from date of issue, except for non- 
payment of premiums. This means 
that the company can not deny lia- 
bility on the basis of misrepresenta- 
tion after the expiration of the 
specified period. This clause is 
unique in that, contrary to general 
law, it permits the legal enforcement 
of a contract that has been procured 
by fraud. To this extent, the clause 
protects the insured against his own 
misdeeds. Even though the clause 
protects the insured against the con- 
sequences of his own malfeasance, 
its basic purpose is to enhance the 
valtfe of the insurance contract by 
barring, after a reasonable period 
of time, harassing defenses based 
upon alleged fraud “when the evi- 
dence of the original transaction 
shall have become dim, or difficult 
of retention, or when, perhaps, the 
lips of him who best knew the facts 
are sealed by death.” 


(6) Suicide Clause—This clause 
stipulates that in the event of the 
suicide of the insured, whether sane 
or insane, within a specified period 
after issue, usually one or two years, 
the liability of the company shall be 
limited to a refund of the premiums 
paid. The purpose of the clause is 
to protect the insurance company 
against applications made in con- 
templation of suicide, and to the ex- 
tent that the removal of any possible 
financial gain during this prelimi- 
nary period serves as a deterrent to 
self-destruction, the insured benefits 
to the greatest extent by the pro- 
vision. 

(7) Surrender Values—Surren- 
der values are those benefits that 
are made available to an insured who 
has discontinued premium payments 
on his policy. These benefits are 
based on the accumulated over- 
charges in net premiums that are 
implicit in the level premium con- 
cept of insurance and which can 
be safely released by the insurance 
company upon termination of its lia- 
bility under the original contract. 
The benefits can be taken in the form 
of cash, extended term insurance of 
the same face amount, or a reduced 
amount of paid-up insurance. The 
automatic premium loan provision 
is sometimes considered as a sur- 
render option. If the insured should 
make no election, the surrender 
value is normally granted in the 


CENTRAL LIFE ASSURANCE COMPANY ® DES MOINES, IOWA 


36 





form of extended term insurance. 
The nonforfeiture provisions are 
designed to protect the insured’s 
equity or investment in a contract 
in the event that his financial circum- 
stances dictate a cessation of pre- 
mium payments. Of course, the pol- 
icyholder might be motivated by 
other factors in surrendering his 
contract. 

(8) Settlement Options — Most 
insurance policies provide that the 
proceeds will be paid in a lump sum. 
The insured or his beneficiary, how- 
ever, may direct that the company 
retain the principal sum and pay it 
to the beneficiary in the form of in- 
stallments. Installment settlements 
include the interest option, (which, 
however, does not involve liquida- 
tion of the principal), installment 
time option, installment amount op- 
tion, and the life income option, with 
or without guaranteed installments. 
These optional modes of settlement 
are available to the insured, himself, 
in connection with matured endow- 
ments and the cash value of sur- 
rendered policies. If he avails him- 
self of this service, he is protecting 
himself against the hazards of invest- 
ment and possibly an innate tend- 
ency to dissipate the proceeds by 
profligate spending. 

(9) Change of Beneficiary or As- 
signment—The insured may reserve 
the right to change the beneficiary or 
to assign the contract, subject to the 
conditions of ‘the contract. These 
protect the insured 
against an ill-considered choice of 
beneficiary and permits him to rec- 
tify an otherwise undesirable con- 
dition. 


provisions 


(b) Simultaneous or near simul- 
taneous death of the insured and 
primary beneficiary can produce two 
types of undesirable results: (1) di- 
version of proceeds to persons in 
whom the insured had little or, no 
interest, and (2) shrinkage of pro- 
ceeds through unnecessary death 
taxes and estate settlement costs or 
thrpugh the early death of a life 
income beneficiary. The question at 
hand deals only with the first haz- 
ard: diversion of proceeds to unin- 
tended beneficiaries. 

The problem of diversion exists 
where the proceeds are payable either 
in a lump sum or in the form of 
installments, other than life income, 
where there are no contingent bene- 
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ficiaries and the unpaid installments 
are to go to the beneficiary’s estate. 
A practical solution to the problem, 
therefore, is to designate contingent 
beneficiaries and, in the case of a 
lump sum settlement, to specify that 
the proceeds will be paid to the pri- 
mary beneficiary only if she be living 
at the end of a specified period, usu- 
ally fifteen or thirty days, following 
the insured’s death. In the case of 
installment payments, each would 
be made to the primary beneficiary 
only if living at the time it comes 
due. Such provisions furnish pro- 
tection not only in those cases in 
which it is impossible to determine 
which party survives the other but 
also in those cases in which the bene- 
ficiary survives the insured but dies 
within a short time thereafter. They 
are effective with the types of settle- 
ment mentioned, and, incidentally, 
meet the problem of shrinkage. 

Another solution would be to leave 
the proceeds under the interest op- 
tion with the right on the part of the 
primary beneficiary to withdraw, or 
to elect one of the other options. 
Contingent beneficiaries would be 
named to receive, at the primary 
beneficiary’s death, any remaining 
amount not withdrawn or otherwise 
applied. 


QUESTION 8. 


“M” is now 43 years of age 
and his wife 41. They have two 
children, ages 8 and 11. “M” 
has earned between $5,000 and 
$7,000 a year for a number of 
years. Except for three years 
during World War II when he 
was in the armed forces, he has 
been employed by a manufactur- 
ing company which is under So- 
cial Security and which also has 
a group life insurance plan. In 
addition to Social Security bene- 
fits, “M” has the following in- 
surance coverage: 


$10,000 of ordinary life in- 
surance, purchased in 1942. 

6,000 of group life insurance. 

10,000 of National Service Life 
Insurance, converted to the ordi- 


nary life form in 1947. 


“M” wants to set up a planned 
settlement for his family. In 
helping him to do so, you are 
asked to: 
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* Sure Wilbur$ a hustler. But 
he’ also haped by that line!” 





you will have to sell. 





Wilbur knows that the best of agents can go places faster if they hook 
up with a "line" of insurance with built-in sales appeal! 


Incidentally, if you want to team up with a company that's going places, 
perhaps Wisconsin National Life is the piace for you. You'll like the “line” 
You'll like our Retirement Income pension plan, our 
group life insurance plan for agents, the attractive contracts with liberal 
renewals and lifetime service fees. Write to our Agency Director. 


WISCONSIN NATIONAL LIFE INSURANCE COMPANY 


HOME OFFICE: OSHKOSH, WISCONSIN 
GENERAL AGENCY OPENINGS IN WISCONSIN, MICHIGAN, ILLINOIS, INDIANA, MINNESOTA 








(a) State the amount of (1) 
the Social Security benefits to 
which “M’s” dependents would 
be entitled now and in the future 
if “M” should die in August, 
1952, amd (2) the benefits to 
which “M” and his dependents 
would be _ entitled when he 
reaches age 65, assuming he con- 
tinues in covered employment at 
substantially his present rate of 
earnings. 

(b) Deseribe (1) the various 
settlement options which “M” 
could elect for his dependents 
under his National Service Life 
Insurance policy and (2) the op- 
tions generally offered by life in- 
surance companies which are not 
available in National Service Life 
Insurance. 

(c) Show the procedure you 
would follow in ascertaining 
whether additional life insurance 
would be necessary so that with 
his Social Security benefits and 
life insurance he could provide: 

(1) A $3,000 clean up fund; 

(2) a $300 monthly income 
for one year after his death; 

(3) a $200 monthly income 


for the second to the fifteenth 
year inclusive after his death: 

(4) a $100 monthly life in- 
come for his widow to start at 
the beginning of the sixteenth 
year. 

State any assumptions you 
make with regard to the appli- 
cation of existent insurance. Use 
a graph if you desire. 


Answer to Question 8. 


(a) (1) Under the “new start” 
arrangement of the 1950 amendment 
to the Social Security Act, “M’s” 
average monthly wage would be $300 
after 1952. The method prescribed 
by law for the calculation of the aver- 
age monthly wage, however, excludes 
both the earnings and the months 
for the two calendar quarters pre- 
ceding the date of death or retire- 
ment of a covered worker but re- 
quires that the divisor contain a 
minimum of eighteen months. This 
means that in “M’s” case, the aVer- 
age monthly wage, as originally cal- 
culated; would be only $200, since 
the $1800 of covered earnings in 

(Continued on the next page) 
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1952 would be ignored. (In such 
cases, however, the present law per- 
mits a recomputation of the average 
monthly wage after six months, with 
a retroactive adjustment in benefits. ) 
It will be assumed here that the aver- 
age monthly wage is $300 from the 
beginning. The primary insurance 
amount, therefore, will be 50 per 
cent of the first $100 and 15 per 
cent of the next $200, or $80. 

If “M” should die in August, 
1952, he would be “fully” insured, 
as well as currently insured, since 
he would have been in covered em- 
ployment for at least half of the cal- 
endar quarters since January 1, 1951, 
with a minimum of six. His widow 
would be entitled to a “mother’s” 
benefit of 34th of the primary in- 
surance amount, or $60, as long as 
she has in her custody a dependent 
child of “M’s” under 18 years of 
age. Each of the dependent children 
under 18 would be entitled to a bene- 
fit equal to %4 of the primary insur- 
ance amount plus an equal share of 
% of the primary insurance amount, 
so long as the total benefits to the 
family do not exceed $150. In the 
absence of this restriction, each child 
would receive $50, but the combined 
benefits amount to $160 which would 
cause the benefits to be reduced by 
$10 per month to bring them within 
the benefit limitation. When the 
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older child reaches 18, his benefits 
would cease, but the benefit of the 
younger child would increase to $60, 
the “mother’s” benefit remaining un- 
changed. The benefits of the mother 
and child would cease when the latter 
reaches 18, but at age 65 the mother 
would become entitled to a “wid- 
ow’s” benefit of 34 of the primary 
insurance amount, which would con- 
tinue for life unless terminated by 
remarriage. 

In addition to the income benefits, 
a lump sum benefit of three times 
the primary insurance amount, or 
$240, would be paid to “M’s” widow 
at the time of his death. 


(2) At age 65, “M’s” average 
monthly wage would be $300, which 
would produce the same primary 
insurance amount, $80, as was ob- 
tained under the assumption of his 
death at age 43. ““M” would receive 
$80 a month for life, while his wife 
would be entitled to a benefit of /% 
of the primary insurance amount 
when she reaches 65. The children 
would be beyond age 18 by that time 
and would be entitled to no benefits. 


(EDITOR’S NOTE: This an- 
swer was based on the Social Secu- 
rity law as it stood at the time of the 
1952 C.L.U. examinations. It there- 
fore does not reflect the changes 
effected by the 1952 amendments 
to the law.) 
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(b) (1) If no election has been 
made by the insured or the bene- 
ficiary, the proceeds of a National 
Service Life Insurance policy will 
be paid in 36 monthly installments. 
The insured may direct, however, 
that the proceeds be paid in a lump 
sum; in monthly installments for a 
period of 36 to 240 months, (in mul- 
tiples of twelve); in the form of a 
life income with payments guaran- 
teed for ten years; or, in the form 
of an installment refund life income, 
under which monthly payments are 
continued in any event until an ag- 
gregate amount equal to the face of 
the policy has been paid and, if the 
beneficiary survives such period, the 
payments continue throughout the 
lifetime of the beneficiary. If the 
insured has elected no option, the 
beneficiary may elect any of the 
available options, excepting the lump 
sum. If the insured has elected an 
option, the beneficiary may set aside 
his election in favor of another op- 
tion that distributes the proceeds 
over a longer period than that pre- 
scribed by the insured. The insured, 
as a beneficiary, cannot utilize for 
himself either of the two life income 
options for applying the proceeds 
of a matured endowment or his cash 
surrender value. 


(2) Options, in addition to the 
foregoing, which are generally found 
in commercial life insurance policies 
include the interest option, the in- 
stallment amount option, and a wider 
variety of guaranteed periods in con- 
nection with life income options. 
Under the interest option, the pro- 
ceeds are left with the insurance 
company at interest and can be 
withdrawn at any time or at the end 
of a designated period, as the agree- 
ment may specify. The installment 
amount option permits the insured 
or his beneficiary to select the 
amount of the monthly installment, 
with the period of liquidation being 
determined by the size of the 
monthly payment. In connection 
with life income options, most com- 
panies will permit the use of no 
guaranteed period or of guaranteed 
periods extending for five, ten, fif- 
teen, or twenty years. Some will 
provide joint and last survivor an- 
nuity settlements, 

(ce) Social Security would pro- 
vide two types of benefits: lump sum 
and income. A lump sum payment 
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of $240 would be available at “M’s” 
death under Social Security, so 
$2760 would have to be forthcoming 
from private insurance. The income 
benefits from Social Security would 
be available for the following periods 
and in the amounts indicated : 
$150 for the first seven years fol- 
lowing “‘M’s” death. 
$120 for the next three years. 
No income from the end of the 
10th year until the 
reaches 65, 
$60 for life of widow commencing 
on her 65th birthday. 


widow 


It follows, then, that the difference 

between the stated income objectives 

and the amounts shown above would 

have to come from private insurance. 

These monthly amounts would be: 
$150 for one year. 

$50 for six years. 

$80 for three vears. 

$200 for five years. 

$100 for nine years. 

$40 for widow’s lifetime after age 

65. 

The additional lump sum that is 
needed should probably come from 
$3,000 of the group life insurance. 
The existing insurance would have 
to be converted into income and, if 
the income were inadequate for the 
needs, the deficits would have to be 
converted into a principal sum to 
determine how much additional 
would be needed. One way this could 
be done would be to ascertain from 
a present value life income table the 
amount that would be necessary at 
the present age of his wife to pro- 
vide a life income for $40 a month 
with 180 monthly payments guar- 
anteed. Each of the above scheduled 
amounts would correspondingly be 
reduced by $40. It would then be 
easy from a table of present values 
based on interest only (but not life 
contingencies ) to get the capital sum 
that, if liquidated on a given interest 
would take care of such a 
schedule of payments. This amount 
would be added to the life income 
present value figure and from the 
total would be subtracted the bal- 
ance of the group life insurance plus 
the existent ordinary life insurance, 
both private and National Service. 
Strictly speaking, the net result 
would be somewhat greater than is 
exactly called for by the problem 
since it would provide a certain pay- 


basis, 
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ment of $60 a month during the last 
nine years rather than a payment 
based only on the widow’s survival. 
However, at the present age of the 
widow, this difference is rather in- 
consequential. It would be desirable 
to provide the additional life income 
from the National Service Life In- 
surance policy because of the ex- 
tremely favorable life income option. 
If this were done, on either the 120 
monthly certain or refund basis, it 
would not be possible to have the 
ultimate settlement precisely in con- 
formity with the requirements of the 
problem, but any differences would 
not be material. 


QUESTION 9. 


A speaker recently said, “Life 
insurance has to be kept invio- 
late. Our business is one of trus- 
teeship. In the public interest, 
we cannot afford to condone any 
questionable practice by anyone. 
This places a tremendous respon- 
sibility on state regulation as well 
as on top management.” 

(a) State the principal areas 
of life insurance company opera- 
tions that are generally regulated 
by the states and indicate briefly 
the nature of the regulation in 
each. 
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C.L.U. Answers—Continued 


(b) With respect to invest- 
ments involving real estate, de- 
scribe the usual state limitations 
regarding (1) the ownership of 
real estate and (2) the lending 
of money on real estate. 

(c) How does it happen that 
states regulate the life insurance 
companies in view of the Su- 
preme Court decision which de- 
clared insurance to be interstate 
commerce? 


Answer to Question Y. 


(a) The principal areas of life 
insurance company operations that 
are generally regulated by the states 
are as follows: 


(1) Organization and liquidation 
of domestic companies—The organ- 
ization of life insurance companies 
is governed largely by the laws ap- 
plicable to the organization of corpo- 
rations in general, but most states 
supplement their general corporation 
law with special acts pertaining only 
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to insurance companies. These spe 
cial provisions are usually concerne«| 
with certain conditions which musi 
be fulfilled before the company can 
begin business, including the deposit 
of a designated amount of securities 
with the appropriate state official, 
The procedure governing the liqui 
dation of a company which may be 
come insolvent or which voluntarily 
terminates its operations is set forth. 

(2) Admission and licensing of 
foreign companies—This. is sim 
ilar to the above but may be more 
detailed. The legislation is usually 
concerned with the ability of the 
foreign company to meet its obliga- 
tions and for providing a manner 
in which a legal process may be 
served against the company. 

(3) Standards of solvency—State 
laws prescribe the manner in which 
the companies shall calculate their 
reserve liabilities, including the mor- 
tality table and the maximum inter- 
est rate to be used. These laws pre- 
scribe minimum valuations and 
permit the companies to use methods 
that will produce larger reserves. 

(4) Investments and their valua- 
tion—All states have laws relating 
to the investment of life insurance 
funds. These laws specify the types 
of investments which are permissible 
for the companies, and they also 
prescribe the basis on which the in- 
vestments shall be valued for the 
purpose of financial statement and 
reserve requirements. 

(5) Financial statement and ex- 
amination—All states require com- 
panies transacting business within 
their borders to submit annual state- 
ments relative to their operations 
and financial condition. These state- 
ments, prepared on forms prescribed 
by the insurance department, show 
in detail the company’s assets and 
liabilities, income and expenditures, 
changes in surplus, investment data, 
insurance written, and insurance in 
force at end of year. The statements 
are published by the insurance com- 
missioner and are available to the 
public. Further to protect the public, 
the companies are subjected to peri- 
odic and special examinations which 
involve an appraisal of the company’s 
assets, a determination of its lia- 
bilities, and an inspection of its books 
and records. 

(6) Limitation on expenses— 
Following the Armstrong Investiga- 
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tion of 1905, several states enacted 
legislation imposing limitations on 
the expenses of insurance companies, 
with particular emphasis on acquisi- 
tion costs. The best known of these 
laws, Section 213 of the New York 
Insurance Code, imposes separate 
limits On commissions, agency ex- 
pense, and general expenses of life 
insurance companies. 

















(7) Limitation on surplus accu- 
mulation— Most states impose a limit 
on the size of the surplus which may 
be accumulated by a mutual com- 
pany. The limitation is expressed as 
a percentage of the company’s legal 
reserves and is usually ten per cent. 
The purpose of this restriction is to 
encourage the companies to distrib- 
ute as current dividends the major 
portion of their earnings, as reflected 
by mortality savings, excess interest, 
and loading salvages. 

(8) Policy provisions—The com- 
panies are required by law to include 
certain provisions in their contracts. 
Some of the provisions that must be 
included, in substance, are those re- 
lating to grace period, nonforfeiture 
options, reinstatement, incontestable 
clause, misstatement of age, policy 
loans, and apportionment of divi- 
dends. 

(9) Licensing and operations of 
agents—Practically all states have 
seen fit to enact laws which define 
the meaning of the term “agent,” 
regulate the licensing of agents, and 
prohibit various types of miscon- 
duct. The legal status of the agent 
is defined, and his operations are 
distinguished from those of a broker. 
Most states require that the prospec- 
tive agent pass a prescribed exam- 
ination before obtaining his license. 
Types of misconduct which are ex- 
pressly prohibited are (a) acting as 
agent without a license, (b) rebating, 

(c) fraudulent conversion or wrong- 
ful use of premiums collected, (d) 
“twisting,” and (e) making any rep- 
resentation or false statement for the 
purpose of securing a policy from 
the company upon the life of any 
person. 


(b) (1) Traditionally, direct in- 
vestment in real estate by life insur- 
ance companies has been narrowly 
circumscribed. Until recent vears 
ownership of real estate was usually 
restricted to that needed for home 
office and branch office operations, 
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and real estate acquired through 
foreclosure. Real estate acquired 
through foreclosure proceedings 
must be disposed of within a reason- 
able length of time. Within recent 
years, however, many states, through 
special legislation, have authorized 
life insurance companies to invest a 
small percentage of their assets in 
low rental housing developments and 
in business properties suitable for 
lease to industrial and mercantile 
concerns under long-term contracts. 


(2) The investing of funds in 
real estate mortgages, as opposed to 
equities, has likewise been closely 
regulated, but the restrictions have 
been primarily aimed at controlling 
the quality of the investments rather 
than the quantity. The laws of most 
states limit the companies to first 
mortgages on improved real estate 
and specify that the loan cannot ex- 
ceed a stated percentage, usually 
66% per cent, of the appraised value. 

(Continued on the next page) 
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There may also be limitations on the 
size of individual loans. It is not 
customary, however, for the states 
to impose any limit on the total 
amount of company assets that can 
be invested in real estate mortgages. 

(c) The United States Supreme 
Court, in the Southeastern Under- 
writers Association Case, declared 
insurance to be commerce and, when 
it crosses state lines, to be interstate 
commerce. Initial reaction to this 
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decision was that the bulk of the 
insurance business had been brought 
under the control of the Federal 
government and had been made sub- 
ject to Federal regulatory statutes, 
such as the Sherman Anti-Trust Act, 
the Clayton Act, the Federal Trade 
Commission Act, and others. The 
impact of the decision was modified, 
however, by the McCarran-Ferguson 
Act (Public Law 15), in which Con- 
gress declared that the regulation and 
taxation of the business of insur- 
ance by the states is in the public 
interest and that no Federal law 
should be construed to invalidate any 
state regulatory statute unless it spe- 
cifically relates to insurance. The 
Act did provide, however, that after 
January 1, 1948, later extended to 
June 30, 1948, the above-mentioned 
anti-trust statutes would be applica- 
ble to the insurance business “to the 
extent that such business is not regu- 
lated by state law.” The assumption 
is that the states will continue to 
regulate the insurance business as 
long as their regulation is reasonable 
and adequate. 


QUESTION 10. 


Using the information given 
below which is based on the CSO 
Mortality Table and 214% in- 
terest: 


(a) Compute the net annual 
level premium for a 20-year term 
policy in the face amount of 
$1,000 issued at age 45. 

(b) Compute the net annual 
level premium for a 20-year en- 
dowment insurance policy in the 
face amount of $1,000 issued at 
age 45. 

(c) Compute the reserve at 
age 55 on a 20-year annual pre- 
mium endowment insurance pol- 
icy issued at age 45. 


NOTE: In each case give arith- 
metical answers and show your 
computations. 


Net Single Premiums 


Pure Endowment 


Age 20-year Term at age 65 
45 $239.59 $413.66 
50 328.57 492.06 
55 438.70 598.58 
60 561.32 753.59 
65 679.01 1,000.00 


Answer to Question 10. 


(a) The net annual level premium 
for a 20-year term policy in the face 
amount of $1,000 issued at age 45 
would be computed by dividing the 
net single premium for such a policy 
at age 45 by the present value of a 
temporary life annuity due of $1 
per year for twenty years, calculated 
as of age 45. The premium would 
be: 


(b) The net annual level premium 
for a 20-year endowment in the face 
amount of $1,000 issued at age 45 
would be computed in accordance 
with the principle stated above, with 
the net single premium, however, be- 
ing represented by a combination of 
the net single premiums for a 20-year 
term and 20-year pure endowment 
issued at age 45. The computation 
would be: 


$239.59 + $413.66 $653.25 


$14.22 





= $45.94 


$14.22 


(ce) The reserve on a policy may 
be calculated for any duration by 
subtracting from the net single pre- 
mium at age of valuation the product 
of the net level premium at age of 
issue times the present value of a 
temporary life annuity due of $1 for 
the remainder of the premium-pay- 
ing period, calculated as of the date 
of valuation. In this problem the 
net single premium at the age of 
valuation is represented by a com- 
bination of the net single premiums 
for a 10-year term and a 10-year 
pure endowment issued at age 55. 
The manner in which the reserve is 
computed is as follows: 


($598.58 + $202.39) — ($45.94 x $8.16) 
= $426.10 


Present Value Temporary 
Life Annuity Due of 
$1 Yearly for 


(10 years) (20 years) 
$8.58 $14.22 
8.41 13.50 
8.16 12.53 
7.80 11.28 
7.30 9.77 
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OMETHING odd_ happened 

in Congress in connection with 

marital deduction trusts. Con- 
gress started out with the simple 
viewpoint that only interests in 
property passing outright—not in 
trust—would be permitted to qual- 
ify for the marital deduction. Then 
it realized that this position would 
wreck many estate plans. There- 
fore, after weighing different sug- 
gestions, it came up with a section 
§ 812(e)(1)(F) of the Code, which 
says that a special kind of trust will 
be permitted to qualify. 


Five Conditions 


What Congress had in mind when 
it passed that section was that in 
order for a trust to qualify, it would 
have to comply with five conditions, 
the two main ones being that the 
wife must get all the income cur- 
rently, and that she must have a 
general power of appointment over 
the entire principal of the trust. Ac- 
cordingly, in this paper, this kind 
of trust will be called a “power of 
appointment trust.” 


Now, the odd thing that happened 
was this. Nobody noticed that with 
the abandonment of the absolute 
har against trusts, it became a simple 
matter to provide for an altogether 
different kind of trust that will qual- 
ify for the marital deduction—a 
trust, the corpus of which when the 
wife dies, passes to her estate. In 
short, a trust reading like this: 
“Income to my wife for life, on 
her death principal to her estate.” 
Or a trust reading like this: “Ac- 
cumulate the income during my 
wife's life and on her death pay 
the accumulated income plus the 
principal to her estate.” Since the 
corpus ends up in the wife’s estate, 
this kind of trust will be referred 
to in this paper as the “estate trust.” 
The estate trust will qualify for the 
marital deduction merely because it 
gives a remainder interest, which is 
an interest in property, to the wife’s 
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TWO KINDS OF TRUSTS 
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estate. This is the crux of the 
difference between the estate trust 
and the power of appointment trust, 
so far as qualifying is concerned. 
A remainder is considered an in- 
terest in property and a power of 
appointment is not. 
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The significant practical point 
about the estate trust is that it is 
not hemmed in by any of the con- 
ditions which Congress imposed 
with respect to the power of ap- 
pointment trust. The reason is that 
the estate trust, giving an interest 
in property, does not need the help 
of Sec. 812 (e)(1)(F) in order to 
qualify and therefore it is not gov- 
erned by the special conditions pre- 
scribed in the Code for Sec. 812 
(e)(1)(F) power of appointment 
trusts. 


Ultimately Payable 


All that one has to do to qualify 
an estate trust for the marital de- 
duction is to make certain that all 
of the income and all of the principal 
will ultimately be payable either to 
the wife or to her estate when she 
dies. (Incidentally, the term “wife” 
and also “widow,” as used in this 
article, means the surviving spouse. 
The term “husband” means the 


spouse who dies first.) 





In short, through a quirk in the 
history of the drafting of the marital 
deduction legislation, the way was 
left open for an estate trust to qual- 
ify. The estate trust can be regarded 
as coming through the back door 
while Congress was watching the 
front door, and in this way, it got 
into the act unobserved. It was not 
until the regulation came out, which 
was a year after the marital de- 
duction law was passed, that the Bar 
began to recognize that there are 
two separate kinds of trusts—not 
just one—that can qualify for the 
marital deduction. In this paper, 
the principal advantages of both 
kinds of trusts will be considered. 


Advantages of Estate Trust 


Advantages to qualify: Of the 
two kinds of trusts, obviously an 
estate trust is easier to draft and 
easier to qualify for the marital 
deduction. The main reason is that, 
as has been noted above, all one 
has to do to qualify the estate trust 
is to make certain that all of the 
income and all of the principal will 
ultimately be payable either to the 
wife or to her estate when she dies. 
On the other hand, a draftsman, to 
qualify a power of appointment trust 
for the marital deduction, must com- 
ply with the five conditions laid 
down in the regulations, and, at 
least in close cases, this might not 
prove as simple as it sounds. For 
instance, one of the points the regu- 
lations make is that the wife must 
be given that degree of beneficial 
enjoyment which the law normally 
accords to a person who is unquali- 
fiedly designated as the life bene- 
ficiary of a trust. 


Normally, draftsmen give a great 
many powers to a trustee—powers 
conferred not only with reference 
to the marital deduction trust, but 
also to other trusts for which pro- 
vision is made in the same will. Who 
can say whether some day one of 
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these powers may not be regarded 
as depriving the widow of the requi- 
site degree of beneficial enjoyment 
prescribed by the regulations? As 
a result, some draftsmen resort to 
a desirable shell game sort of clause. 
The clause says that any power 
given to the trustee shall not apply 
to the marital deduction trust to 
the extent that such power over 
that particular trust would result 
in its disqualification. 

No, it is not without significance 
that the draftsmen of the regula- 
tions managed to dispose of the es- 
tate trust with just a few lines, but 
that when it came to the power of 


appointment trust, they found it 
necessary to write seventeen full 
paragraphs. 


Suppose the estate of the husband 
is comprised almost entirely of stock 
of a family corporation on which no 
dividends—at any rate no cash divi- 


dends—have ever been declared. 
This happens quite often because 
profits are plowed back into the 
business or because no substantial 
profits remain after salaries. Sup- 
pose, also, the husband wants the 
business kept in the family to be 
perpetuated by his sons or sons-in- 
law, and wants also to take ad- 
vantage of the marital deduction, 
but, for one reason or another, is 
unwilling to make an outright be- 
quest of the stock to his wife. Since 
no cash dividends were ever de- 
clared, the stock might very well be 
regarded as “property which is not 
likely to be income producing.” In 
a case like this, the husband should 
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use the marital 
trust. 

The point is that the draftsmen 
of the regulations prescribed what 
really amounts to a sixth condition, 
so far as power of appointment mari- 
tal deduction trusts are concerned. 
Reasoning from the premise that it 
was the intention of Congress that 
the widow 


estate deduction 


should receive income, 
these draftsmen said, in effect, that 
a trust containing non-income pro- 
ducing property would not qualify 
for the marital deduction if the 
trustee was, in effect, directed to 
retain the non-income producing 
property. 

Since there is no limitation what- 
soever as to the type of property 
which can be included in an estate 
marital deduction trust, manifestly, 
in the example above, an 
estate trust would prove a harbor 
in a sea of uncertainty. 


given 


Other Advantages 


Income tax advantage: Directing 
a trustee to accumulate income or 
authorizing him to do so at his 
discretion has proved probably the 
most effective trust method of sav- 
ing income taxes, Since such di- 
rection or authorization will not 
disqualify an estate trust, an estate 
trust authorizing accumulations will 
be useful to save income taxes, es- 
pecially in cases where the widow 
is likely to find herself in high in- 
come tax brackets. 

At first blush, this advantage 
might seem academic, so far as 
residents of a state like New York 
are concerned. New York and some 
other states have rules which pro- 
hibit accumulations except for the 
benefit of an infant during his mi- 


nority. However, there are two 
methods which residents of New 
York and such other states can use 


to create an accumulation trust, or 
at least its substantial equivalent for 
income tax purposes, 

These methods, it should be noted, 
are Applicable not only to estate 
marital deduction trusts but to trusts 
generally, and a discussion of these 
methods is therefore not given here. 
However, those interested will find 
them discussed in an article entitled 
“Income Tax Aspects of Various 
Will and Trust Arrangements” by 
Albert Mannheimer and Joel Irving 
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Friedman, published in the New 
York University Proceedings, 10th 
Annual Institute on Federal Taxa- 
tion, page 909, at page 929, and also 
in 30 Taxes—The Tax Magazine, 
362, 371. 


Prolonged Period 


Estate tex advantage: Under a 
familiar principle, immunity from 
estate taxes continues as long as the 
trust remains in existence. The 
Federal estate tax advantage of us- 
ing an estate trust stems from this 
principle. It works out this way. 
When an estate trust is used, the 
widow, in her own will, can create 
trusts measured by the rule against 
perpetuities commencing as of the 
date of her death—as distinguished 
from the date of her husband’s 
death. This means that if an estate 
trust is used, the widow in her will 
can provide for trusts measured by 
the lives of grandchildren and great 
grandchildren born after her hus- 
band died. In this way, the period 
during which the trust can last may 
thus be prolonged considerably— 
and, to repeat, the trust thus im- 
munized from estate taxes. 

This advantage will prove more 
important in some states than in 
others. In some states, a trust can 
be continued during any number of 
lives in being and twenty-one years. 
In such states, if a widow is given a 
general power to appoint by her 
will, she will at least be able to 
prolong the trusts by trusts to be 
measured by an unlimited number 
of lives, although they have to be 
lives in being at the time of her 
husband’s death. It is different in 

New York, however, and also in 
some other states in which the rule 
against perpetuities is just two lives 
in being. In such states, in similar 
circumstances, the wife’s is the first 
of the two measuring lives. There- 
fore, when the time comes for the 
wife to exercise her power of ap- 
pointment, she will not only be lim- 
ited to prolonging the trust period 
by having to choose from the lives 
of persons living at the time her 
husband died, but, what is more, 
limited to only one more such life. 
Jn the other hand, if the estate trust 
is used, the wife in her will can 
create new trusts to continue during 


the lives of two people, and what 
(Continued on the next page) 
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Trusts—Continued 


is more, two people who were not 
yet born at the time the husband 
died. 


Power of Appointment Trusts 


Advantage of power of appoint- 
ment trusts as to keeping control 
over who will get the trust principal: 
Suppose a husband desires to take 
advantage of the marital deduction, 
but at the same time wants to do 
his utmost to prevent the corpus of 
the marital deduction trust from 


ending up in the hands of his wife’s 
family. Palpably, if he resorts to 
an estate trust, there is no possibil- 
ity of the devolution of the corpus 
of the trust being controlled by the 
terms of his will. On the other hand, 
if he resorts to the power of ap- 
pointment trust, he can, without 
disqualifying the trust, provide for 
alternate takers in case his wife 
fails to exercise her power, More- 
over, he need not rely entirely on 
her inertia. He can throw obstacles 
in her path in the form of “formal 
limitations” on the exercise of the 
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HIGHLIGHTS OF 1952: 


The Insurance Account— 
A 22.8% gain in new business in 1952 brought 
life insurance in force to $812,228,883.00. 

Premium income rose to $49,433,358.20, an 
increase over 1951 of 8.3%. 

An Extra Margin of Safety— 
Among the fifty largest legal reserve life insur- 
ance companies in this country, the Washington 
National ranks at the top in ratio of assets to 
liabilities with $128.06 of assets for each 
$100.00 of liabilities. 

The excess security to policyowners of 
$35,172,295.07 is the extra margin of safety 
which places the security of the policyowner 
above all else. 

Paid to Policyowners— 
The $20,953,545.03 paid to policyowners and 
beneficiaries during 1952 represents the end 
result of our business in providing financial 
security to American families. 

Assets— 
With safety of principal and adequacy of yield 
as primary investment prerequisites, the Com- 
pany’s assets increased $14,073,818.41 bringing 
them to a new high of $160,532,927.59. 
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power. Without disqualifying the 
trust, the husband, in his will, can 
provide not only that to exercise her 
power the wife must make specilic 
reference to it in her own will, but 
also that she must do so in a will 
made by her after his death. 
Advantage as to widow's credi- 
tors and her second husband: Under 
a marital deduction trust giving 
the widow a testamentary power of 
appointment, the corpus of the trust 
on her death does not become part 
of her estate, at least for non-tax 
purposes. As a result in some states 
the trust principal is immunized 
against claims of creditors. More- 
over, no rights can be acquired 
therein by a second husband if the 
widow remarries. 
Advantage as to expenses: A 
power of appointment trust prevents 
the corpus from passing into the 
widow's estate and thus being sub- 
jected to a new set of expenses in- 
cluding probate expenses, executors’, 
trustees’ and attorneys’ compensa- 
tion. What is more, in some states, 
using a power of appointment mar- 
ital deduction trust would save 
death taxes imposed by the state. 


Agents’ Commissions 


Advantage in special case of life 
insurance agent: Suppose a life in- 
surance agent entitled to renewal 
commissions bequeathes his com- 
missions outright to his widow, or 
places them either in an estate mari- 
tal deduction trust or a power of 
appointment marital deduction trust. 
When she dies, if the commissions 
then remaining unpaid become part 
of her estate and are disposed of 
as such, the commissions may be- 
come taxable to her as income all in 
one year, the year of her death. 
The same would be true even if 
she disposed of them by exercising 
a power of appointment conferred 
upon her by her husband’s will. 
At any rate, this would be the out- 
come under the regulations as they 
stand today, although there is a 
latter fuling to the contrary. The 
point involved is this: Section 126 
of the Internal Revenue Code as 
applied to the situation under con- 
sideration provides in effect that if, 
after the widow receives the right 
to the commissions from her hus- 
band, she or her estate transfers 
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them away by gift or otherwise, 
then income tax must be paid by 
her estate in the year that the trans- 
fer is made. The important point 
to note here is that, without sacri- 
ficing the marital deduction, this 
possible pyramiding of income in 
one year would be avoided by put- 
ting the renewal commissions in a 
power of appointment marital de- 
duction trust, provided that the 
wife refrained from exercising her 
power—the reason being that if 
the wife doesn’t exercise her power, 
the commissions remaining unpaid 
when she dies would then be trans- 
ferred not by her at all, but would 
be transferred under the alternate 
provisions of the husband’s will. 

For a more detailed discussion of 
this point, see Barker, The Life 
Underwriter and His Personal Es- 
tate, Trusts & Estates, August, 1952, 
pp. 558-561. 


Rule of Thumb 


Of course, the relative importance 
of the advantages discussed above 
will vary from case to case. Never- 
theless, unless the testator has some 
particular objective which makes it 
imperative to select one or the other 
type of trust, such as control over 
devolution, or perpetuating a fam- 
ily corporation, we nominate the 
following as a rule of thumb. In 
larges estates where either (a) ac- 
cumulations to keep the widow out 
of high income tax brackets, or (b) 
long trust periods to avoid suc- 
cessive death taxes, is important, 
use the estate trust. In smaller es- 
tates, where these tax-saving con- 
siderations are outweighed by the 
advisability of minimizing expenses 
at the time of the widow's death, 
use the power of appointment trust. 
However, in this, as in most other 
phases of estate planning, there is 
only one completely dependable rule, 
namely, “It all depends.” 


NEW COMMISSIONER 


OVERNER C, ELMER ANDERSON 

has appointed Cyril Sheehan, 
former secretary of the state compen- 
sation board, as commissioner of 
insurance of Minnesota. He suc- 
ceeds A. Herbert Nelson, who will 
reenter the insurance btisiness in 
Minneapolis. 
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This May Be You! 


If you are really sold on life insurance selling 


and expect to make it a successful career, investigate 
this exceptional opportunity to establish and build a 
very profitable agency... with our money! 

Ever since 1905, when it was established, The Lafayette Life 
Insurance Company has been growing steadily, soundly. Our 
general agent’s contract provides extensive benefits and financial 
aids that assure unusual security. Incomes of those with us five 
years or more average $10,000...and many exceed $15,000. You, 

too, may increase earnings rapidly with Lafayette 


Life. We will be glad to show you how. Write 
in confidence to M. V. Goken, Director 


of Agencies... 


We Lafayette @ 55) 
LIFE INSURANCE COMPANY 
LAFAYETTE, INDIANA Sse] 
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INQUIRIES INVITED FROM INDIANA, OHIO, ~ 
IOWA, MICHIGAN, ILLINOIS, TENNESSEE, NEBRASKA, AND ADJACENT STATES 





TAX RULING REQUESTED 


REQUEST FOR A ruling by the 

Commissioner of Internal Rev- 
enue on the tax-exempt status of 
trusteed employee profit sharing 
plans for the eventual retirement of 
employees, providing for invest- 
ment by the trustee of less than half 
the profits allocated by the employers 
in convertible ordinary life policies 
and for investment of the balance 
of allocated profits in securities, has 
been presented to the Internal Rev- 
enue Bureau by the American Life 
Convention and the Life Insurance 


Association of America. 

There have recently arisen doubts 
as to the tax exempt status of some 
profit sharing plans providing for 
investment in ordinary life policies. 
These doubts have arisen from differ- 
ing interpretations of the Internal 
Revenue Code during the past year. 
The request by the two life insur- 
ance organizations for an Internal 
Revenue Bureau ruling is intended 
to eliminate existing uncertainties. 
The Internal Revenue Code pres- 
ently recognizes that life income con- 
tracts are valid investments for 
profit sharing plans. 
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POLICY CHANGES 


Continental Assurance: A new ruling 
concerning discounted premiums has been 
announced, effective immediately. The 
amount to pay premiums in advance will 
be determined by using a 214% interest 
factor instead of 2%. Annual premiums 
will be accepted to pay up to twenty pre- 
miums in advance on the discounted basis, 
not to exceed $50,000 on any one life. At 
the same time, payment will be made of 
excess interest of 144% on amounts of more 
than $200 which have been on deposit 
with the company for more than twelve 
months on the policy anniversary in 1953. 
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Lumbermens Mutual Casualty: Two new 
one-year family polio insurance plans 
were introduced March 15 and rates 
raised slightly on the established two- 
year family policies. The one-year plans 
are being offered for the first time by this 
company. Rates for the one-year policy 
which pays up to $5,000 for each member 
of the family stricken are $8 for families 
with one child, $10 for families with two 
or three children, and $12 for families 
with four or more children. Rates for 
the second one-year policy which pays up 
to $10,000 for each member stricken are 
$12 for families with one child, $15 for 
families with two or three children, and 
$18 for families with four or more chil- 
dren. 


The rates were increased $1 a year for 
the $5,000 two-year policy and from $1.50 
to $2.50 a year for the $10,000 two-year 
policy, depending on the size of the 
family. The new rates, effective March 
15, are: for the $5,000 two-year family 
policy, $12 for families with one child, 
$16 for families with two or three children. 
and $20 for families with four or more 
children; and for the $10,000 two-year 
family policy, families with one child, $18; 
families with two or three children, $24; 
and families with four or more children, 
$30. 
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Midland Mutual Life: A new Juvenile 
life insurance policy—The Foresightor— 
has been announced. The policy can be 
written on children from birth through 
14 years of age and becomes fully paid-up 
when the policyholder attains 65 years of 


age. There is a five-fold increase in the 
face amount, with no increase in the 
premiums, when the insured becomes 21 
years of age. The policy can be written 
in amounts ranging from $1,000 to $5,000. 
In addition to paying the face amount, 
the policy returns all premiums prior to 
age 21 in the event of a claim. 
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National Accident & Health: A new 
commercial accident & health coverage for 
business and professional men, ages 18 to 
55 inclusive, has been announced. The 
new coverage adds to the present policy 
an increased sickness coverage rider. 

The combination eliminates all house- 
confinement requirements in event of sick- 
ness and pays full rate for total sickness 
disability (whether confined or not) up 
to a limit of 12, 18, or 24 months on each 
claim, as selected. Accident coverage re- 
mains the same as before with benefits 
payable as long as 5 years for total dis- 
ability and a limit of 6 months for partial 
disability. Premiums are payable only on 
the annual, semi-annual or quarterly basis 
and no policy fee is charged. Monthly 
indemnity for either accident or sickness 
is available in amounts from $75 to $200 
and principal sum benefits are available in 
amounts from $1000 to $5000. Optional 
benefits include hospital rider, surgical 
expense rider, and special auto rider. 


x*r 


Phoenix Mutual: Substantial increases in 
maximum monthly disability for high 
grade risks, in maximum amount of dis- 
ability income granted to physicians and 
surgeons at standard rates, and in par- 
ticipation in disability income coverage 
on risks where other companies are al- 
ready providing such benefits, have been 
made. 

Maximum monthly disability income 
for high grade risks is raised from the 
former limit of $250 to a new limit of 
$350. In addition, the company will now 
participate in disability income coverage 
carried and applied for in all companies, 
including health insurance, up to a maxi- 
mum of $700 per month. Disability in- 
come granted to physicians and surgeons 
will now be considered up to a $250 maxi- 
mum at standard rates. Other occupations 
which in the past have been limited to 
$125 per month will also be considered 
for a maximum disability income of $250 
per month. 


SALES 


American National: New Ordinary busi- 
ness for January amounted to $73,614,696, 


Bankers Life of lowa: Paid-for business 
for January—$15,060,427 (Ordinary $10,- 
897,427). 


In force, Jan. 31, 1953—$1,809,518,213. 


Business Men's Assurance: January puid- 
for business—$12,593,696. 
In force, Jan. 31, 1953—$634,008,467. 


Connecticut Mutual: January paid-for 
business amounted to a record $30,321,068: 
an increase of 12% over the same period 
of last year. 


Equitable of lowa: February paid-for 
business totaled $9,166,620; an increase of 
2.0% over Feb. 1952. 

In force, Feb. 28, 1953—$1,239,613,829 


Great-West Life: New business for recor 
January totaled over $31 million, and 
February sales amounting to more than 
$34 million. 


New England Mutual: February new busi 
ness amounted to $35 million (an increase 
of $3 million over Feb. 1952), resulting in 
a two-month total of $78 million (up 
9%). 


Northwestern National: February sales 
for this company resulted in the largest 
volume of new ordinary business ever 
written for a similar period. It was the 
fourteenth consecutive month in which 
the total exceeded that of a comparable 
period of the preceding year. 


Republic National Life: January sales 
bettered by 90%, any previous results of a 
similar period. 


United Life & Accident: January new 
business totaled $4 million. 


United Services Life: February paid-for 
business totaled $1,691,500. 





hould We Fire Our Actuary ? 


We told George to design a new Guaranteed Life Income at 65 Policy with the 
lowest premium in the United States. He came up with an age 35 annual pre- 
mium of $38.51 per $1,000, on a $5,000 minimum policy, that provides life 
insurance protection to 65 and then pays—per $1,000 face value—$10 a 
month income for life. Please compare this premium and let us know if you 


do or do not agree ‘that we have the best actuary in the business! 
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PEOPLE, Inasmuch as insurance is 
a business of and for people, we have 
good news for vou. As of. last 
December, we had a population of 
158,200,000, a gain of 2.6 millions 
for the year. 

Four-fifths of the approximate 
nineteen million increase between 
1940-50 occurred in the “metro- 
politan areas.” Thirty-nine percent 
of the metropolitan population in- 
crease showed up in the cities, 
whereas sixty-one percent was in 
the suburbs. (The architect, to name 
one prospect, is benefiting in this 
suburban surge. He has big plans. 
Insure them. ) 

Obviously, life insurance, both of 
the family protection and educa- 
tional types, fits into this market 
potential. But we tend to overlook 
as prospects the industries that bene- 
fit most from changes in population 
trends. As a starter, how about: 
entertainment devices (radio, tele- 
vision, photography, books), foods 
(ice cream, soft drinks, infants’), 
drugs and vitamins, electrical appli- 
ances (vaporizers, blankets, heating 
pads), and comforts for the increas- 
ing old age group, (optical goods, 
hearing aids and perhaps even 
canes !)., 


CRO 


waGEs. Who’s making money? If 
you were to follow the Department 
of Labor figures you’d see, generally, 
that people in the durable goods 
industries average a weekly wage of 
some seventy-seven dollars. This 
is fifteen dollars more than the 
average paycheck in nondurables. 
Blue collars doing better than “aver- 
age” include those working in 
ordnance, blast furnaces, steel works, 
rolling mills, machinery, automobiles, 
aircraft and parts, printing and pub- 
lishing, petroleum refining, tires and 
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BUILDERS 


M. H. Blackburn, C.P.C.U. “Protection” (The Travelers Insurance Companies) 


inner tubes, metal and coal mining, 
petroleum and natural gas produc- 
tion, all construction work, local 
railways and bus lines. 

“Specials” for a prosperous °53 
include: appliance dealers, doctors, 
dentists, accountants, most main 
street merchants (including your 
grocer), auto dealers and salesmen, 
and everyone who caters to vaca- 
tioners. (Vacationing is big business 
all year long, and affects everything 
from roadside stands to fashionable 
resorts. ) 

















“WAIT’LL THAT NEXT DEPRESSION 
comes along,” croaks a survivor of 
the thirties. “It'll be a beaut.” 

Do you hear a lot of sob stories? 
Don’t let em get you down. In some 
circles, it seems the fashion to wear 
the Monday blues through the week. 
Well, we'll just have to get out of 
those circles. The future is straight 
ahead. Our future is to show people 
how they can help themselves. We 
must build up, not break down. We 
must construct, not destroy, 


We offer something for something. 
We tell a man we will provide for 
his comfortable retirement, or. in 
the event of his untimely death, we 
will feed, clothe and house his widow 
and educate his children. We will 
help him rebuild a destroyed home. 
We will protect his earning power 
against the hazards of accident and 
sickness. We will defend him 
against acts of negligence, and pay 
judgments. We will arrange for 
the orderly continuation of his busi- 
ness in the event of a key man’s 
death or disability, the machinations 
of a dishonest employee, or other 
interruptions. The only considera- 
tions we ask are an immediate deci- 
sion and a specified sum of money. 
With insurance, a man’s energies 
are released in constructive channels. 
Truly, insurance is for the living. 
There’s nothing “intangible” about 
that. 

Sound management, individually 
and nationally, respects the lessons 
of past mistakes, excesses, inepti- 
tudes. Certainly, we have to glance 
back now and again to find out 
where we've been, and how we got 
where we are. But a neat trick is 
to run forward backwards. There’s 
no backing into our future. 
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ON THE OTHER SIDE OF THE COIN: 
Those who have faint faith in the 
biz boom stoutly maintain that a 
“revival of creative salesmanship” 
is in the offing. Regardless of what’s 
going to happen, and when, one is 
well advised to sharpen his sales 
technique, explore his accounts on 
a truly multiple-line basis, tighten 
collections, and effect office econo- 
mies via the streamlining of routine 
operations. Planning, preparation, 
production, profit is a hard-to-beat 
formula. Anytime. 
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Medical Expense—from page 28 


like to present an outline of what 
we consider an ideal major medical 
expense plan. It should reimburse 
for regular and customary charges 
resulting from any non-compensable 
injury or disease (excluding preg- 
nancy) for: 

1. Medical treatment by a legally 
qualified physician—in or out of 
the hospital. 

2. Private duty nursing by a regis- 
tered graduate nurse in or out of 
the hospital. 

3. For services and supplies when 
not confined in a hospital such as: 
rental of iron lung or other mechani- 
cal equipment, rental of hospital 
type bed, oxygen and rental of equip- 
ment for the administration of oxy- 
gen, prosthetics, braces, crutches, 
X-ray examination (other than den- 
tal X-rays,) anesthetics and the ad- 
ministration thereof, and/or thera- 
peutic services and supplies. 

This plan provides for the pay- 
ment of the charges enumerated 
above to the extent of 75% of such 
charges after providing for a de- 
ductible of $100; with a total aggre- 
gate limit for each assured in the 
amount of $5,000. 

The plan provides that a period 
of disability shall start the day the 
assured has received the first treat- 
ment for which a charge that is in- 
cludible under the plan is made, and 
shall end 180 days after the date of 
the last treatment for such disability. 


Benefits for each disability shall 
terminate when two years have 
elapsed from the commencement of 
the disability as defined above or 
the payment of the $5,000 aggregate 
benefit, whichever occurs first. 


4. Medical fees (in and out of 
hospital) 


The growth of medical expense 
reimbursement protection during the 
past few years has more or less 
kept pace with the expansion in the 
field of hospitalization and surgical 
benefits. The Health Insurance 
Council reports that at the end of 
1951 about 28,000,000 people were 
covered by some sort of medical ex- 
pense plan, most of them by the 
service type. From the available 
statistics 50% of those covered have 
protection under the insured benefit 
plans which generally provide a 
fixed reimbursement (usually $3 or 
$4 for each office or hospital visit 
and $5 or $6 for each home visit), 
with, most plans providing for the 
exclusion of either the first or sec- 
ond visit. While the lower income 
groups nationally have come within 
the scope of the service type plans, 
since most of these limited partici- 
pation to low income groups (un- 
der $3,000 annually), the great 
majority of the American people 
were completely without any form 
of protection against the great raider 
of family security—the doctor’s bill 
in a major illness, either at home or 
at the hospital. 


In discussing the existing meidj- 
cal expense plans (described above 
providing for limited reimburs 
ment for a limited number of visits ; 
the writer has frequently and ju) 
licly maintained that this type of 
coverage has no merit as a sociall, 
desirable form of insurance nor 
of any real economic value to the 
people insured. Such plans are diffi 
cult and usually expensive to ad 
minister and have been “sold” 
largely because the insurance com 
panies writing this coverage have 
been pressured into the business }y 
the growth of industry—labor ne 
gotiated funds throughout the coun- 
try. Apparently there are some 
who are engaged in the administra 
tion of such negotiated funds who 
feel that the reputation of 
funds is enhanced in the eves of 
the beneficiaries thereof if a benefit 
is provided that could and woul 
“payoff” rapidly. Very little con- 
sideration was ever given to the 
social implications of 
such medical 
ment plans. 
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such 


establishing 


expense reimburse 


We have often characterized this 
form of insurance as being analogous 
to insuring the grease job or oil 
change on an automobile and leav- 
ing the entire automobile itself un- 
insured; or insuring the shoe sole 
repair job and not insuring the con- 
tents of the entire home against 
disaster. Under the major medical 
expense plan outlined, we are not 
concerned with the number of visits 
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EVERYONE'S TALBING! 


OUR GENERAL AGENTS—about Crown Life’s 
—New Policy Plans 
BROKERS AND SURPLUS WRITERS—about Crown Life’s 
—Ability to provide the extra services they need. 
POLICY OWNERS—about Crown Life’s 


—Low cost protection—Understandable policies —Our outstanding 


For comparisons at a glance—ask for Crown Life’s dial-a-rate card— 
rates at all ages for most plans with a flick of the finger. 


We are talking about further expansion. 


CROWN 


INSURANCE COMPANY 
HOME OFFICE, TORONTO, CANADA 


OVER ONE BILLION IN FORCE IN OUR 52ND YEAR 
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News 


Gain in Life Insurance 
in Force 
For the Year 1952: 
$355,706,672.00 


Total Life Insurance 
in Force 
December 31, 1952: 
$3,247,479,350.00 


Heme Office: NASHVILLE, TENNESSEE 
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but rather with the cost thereof. 
After a great deal of study, we found 
that we did not have any of the 
misgivings that some underwriters 
and carriers had that this item of 
cost would get out of control and 
be subject to abuse. We found that 
within the framework of the deduc- 
tible and co-insurance factors, medi- 
cal costs would be usual and would 
not be unduly inflated because of 
the availability of a substantial in- 
surance benefit. In most areas of the 
country doctors fees either in the 
home, hospital or office are fairly 
well known and standardized. The 
fees for consultation services could 
be fairly well established. We, there- 
fore, reached the conclusion that it 
was socially, economically and, from 
an insurance underwriting point of 
view, sound and desirable to pro- 
vide coverage for all medical bills 
regardless of where incurred and 
without consideration to the num- 
ber of visits involved, subject to the 
co-insurance and deductible provi- 
sions of the plan. We have become 
convinced that the provision of cov- 
erage for such expenditures filled 
a great void in the area of protection 
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for the American family against the 
ever present danger to their finan- 
cial stability that might be brought 
on by serious and major illness or in- 
jury. 


5. Registered nursing fees (in and 
out of hospital) 

Examination .of hundreds _ of 
claims, particularly those for hos- 
pital care, indicated a woeful lack 
of coverage in the realm of ex- 
penditures for nursing services. The 
study of the cases showed con- 
clusively that this item of expendi- 
ture could be far more costly than 
hospital room and board charges, 
since around-the-clock private nurs- 
ing service costs approximately $40 
per day. We believe that the co-in- 
surance factor will to a large extent 
eliminate any possible abuse of this 
benefit and that the operation of the 
law of supply and demand of nurses 
will eliminate any tendency on the 
part of the assured to avail himself 
of such services because of the in- 
surance benefit, whether needed or 
not. We disagree with those who 
contend that this service performed 
outside the hospital might be con- 


fused with extra “household help” 
and therefore should be excluded 
from coverage. We have, however, 
placed one limitation on this benefit, 
namely, that the service be rendered 
at the direction of the doctor and 
by a registered graduate nurse who 
is not a member of the assured’s im- 
mediate family. 


6. Services and supplies listed in 
the outline of the plan while not in 
a hospital. This item does not re- 
quire much discussion since its 
inclusion within the concept of a 
“Major Medical Expense Reim- 
bursement Plan” is obvious. 


7. Drugs and medicines 

In setting up our plan a great 
deal of thought was given to the 
question of whether or not expendi- 
tures for drugs and medicines, even 
though limited to those which are 
prescribed by the physician should 
be included. We came to the con- 
sidered conclusion that such ex- 
penditures did not properly come 
within the definition of catastrophic 
or major medical expense, and there- 

(Continued on the next page) 
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Medical Expense—Continued 


fore should be excluded from the 
coverage. The reasons for this con- 
clusion were that we could not con- 
template nor make underwriting 
provision for the purchase of drug- 
stores throughout the country, nor 
for other similar abuses that would 
be possible by the blanket inclusion 
of drugs and medicines. We also 
considered the large problem that 
the assured -would have in _pre- 


senting his claim and _ obtaining 
either receipted bills or signed claim 
forms together with all the other 
incidental but perplexing adminis- 
trative problems. We, therefore, de- 
cided that we did not intend or want 
to pick-up the minor expenditures 
of from $1 to $5 for prescriptions, 
and that the assumption of these 
minor costs by the assured would 
not be any burden upon him. We 
did, however, recognize the grow- 
ing medical practice of using the 











“Look who’s behind us again! I’m beginning to think he’s the one who 
phones in all those complaints about the country roads being 
impassable !” 


Bankerslifemen Get Help! 


Bankerslifemen get plenty of help in their work, although it is 
doubtful if any of them ever recruited aid from a highway 


department. 


From their first days in their agency offices, Bankerslifemen 
are trained and supervised with helpful understanding. They 
also progress through a series of Home Office schools as their 
knowledge and experience qualifies them. That’s in addition to 
the help they get from a fine assortment of policy offerings and 
effective sales promotion and advertising materials . . . just two 
examples of the Home Office help they receive. 


These aids help make the typical Bankerslifeman the kind of 
life underwriter you like to know as a friend, fellow worker or 


competitor. 
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newly discovered drugs such .< 
cortisone, ACTH, ete., and the hich 
cost of such new drugs. We felt 
that the failure to include the « 
penditures for such drugs might 
become burdensome to the averave 
family. We have not as yet found 
the proper language to describe our 
intention to include the above men- 
tioned expensive type of drugs and 
exclude the usual, everyday inex- 
pensive, non-burdensome expendi- 
ture, and we left that problem to be 
handled in the administration of the 
plan. 


Deductible and Co-insurance 


The problem of setting up a 
proper deductible received a great 
deal of attention. This phase of the 
plan was not examined from the 
point of view and with the intent of 
reducing the sum total of the amount 
of the claims to be paid to all of the 
insured people thereunder over a 
period of time, for obviously the 
aggregate value of this deductible 
would not importantly effect the 
underwriting soundness of the plan 
in either direction. As a matter of 
fact, we even, though only for a 
short time, toyed with the idea of 
substituting a franchise for the 
deductible ; i.e., paying claims from 
the first dollar, provided however, 
that each of them ran beyond $100. 
Discretion dictated going back to 
the deductible factor. We concluded 
that its sole purpose should be to 
eliminate from coverage the every- 
day, usual medical expense which 
should not be the subject of insur- 
ance. We also concluded that it 
should not be more than $100 for 
each disability as defined under the 
plan, because any greater amount 
would in effect unduly and improp- 
erly reduce the area of protection 
to a point where it might work hard- 
ship on those insureds in low or 
medium income groups. 

The concept of co-insurance has 
been accepted by all who have given 
any study or thought to the planning 
of major medical expense insurance. 
All have agreed that the establish- 
ment of a partnership between the 
assured and the carrier is essential to 
the stability and success of the plan. 

We fully subscribe to this thesis 
and believe that is the American way 
of handling the problem. The Ameri- 
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can people are a proud people who 
like to pay their own way and don’t 
want anyone to pick up their bills 
or to give them a “receipted in full’ 
bill. We are a prudent people, and 
we insure our exposure to catastro- 
phic loss, and we don’t mind par- 
ticipating in carrying the load. The 
American people are a very human 
people, subject to all the human 
frailties, so that it becomes essential 
that proper safeguards and fences 
be established to reduce to that min- 
imum which is dictated by economic 
and underwriting those 
possible abuses of this wonderful 
package. Therefore, the establish- 
ment of a 75% 
is good insurance practice, is prud- 
ent, and is a sound approach to joint 
participation in meeting major medi- 
cal expense. 


necessity 


co-insurance factor 


Conclusion 


This paper would not be com- 
plete without giving back- 
ground of the processes that went 
into the development of the plan and 
principles outlined herein. In_pre- 
paring this paper we did not intend 
to make it a detailed exposition of 
the plan which we have adopted 
and which is in operation today, 
hut rather to present a statement 
of basic, though general, principles 
upon which we believe the structure 
of major medical expense insurance 
can be soundly built. We have 
omitted discussion of whether or 
not pre-existing illnesses should be 
included (they were included under 
our plan) or specific definitions of 
terms, or rules of eligibility and 
termination, or of specific premium 
rates only because such matters ap- 
plied particularly to our case. Any 
decision relative to these items would 
have no effect whatever on the prin- 
ciples outlined. The entire subject 
of major medical expense insurance 
is a new one; the experience with 
it has been meager, and all who have 
concerned themselves with the prob- 
lem have agreed that its development 
has in a large measure been ex- 
perimental. 

Our group insurance carriers, the 
John Hancock Mutual Life Insur- 
ance Company, represented by 
Messrs. Edward A. Green, vice 
president ; Melvin Olsen, director of 
group insurance, and Lynn Wads- 


some 
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is the Company's 
outstanding program 
for providing retire- 


ment income, death 


benefits, health and accident pro- 
tection, and hospital and surgical 
expense for its field associates. Now 
in its 15th year, EQUIFUND plays 
an important part in the plans for 
future security of each Career Life 
Underwriter and his family. 





mam INSURANCE COMPANY OF IOWA 


FOUNDED IN 1867 IN DES MOINES 





worth, staff technician, together with 
Mr. Eric A. Egge, vice president of 
Marsh & McLennan, Los Angeles, 
spent many months working with the 
writer in developing the plan set 
forth in this paper. We had the able 
assistance of the medical director 
of John Hancock Mutual Life In- 
surance Company and we canvassed 
the experience and opinions of many 
other people in the medical field for 
guidance and advice. It might be 
pointed out that the approach by 


both ourselves and our carriers to 
this problem has been one of good 
faith—and we have set forth the 
following rules as a test to determine 
whether an item of medical expense 
comes within the purview of the 
plan: 

1. Is it an item of major expense 
for medical care? 

2. Is there a social or economic rea- 
son other than that “it is convenient 
and a good thing to get’ for the 

(Continued on the next page) 
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assured to be reimbursed for the 
expenditure within the principles 
set forth? 

3. If there is such a social or eco- 
nomic reason, how can we fit such 
an expenditure into the plan? 

This plan has been built and form- 
ulated upon the thesis that the as- 
sured beneficiaries thereof would 
treat the benefits provided in com- 
plete good faith, not withstanding 





many loud statements to the con- 
trary by some people. We subscribe 
to the principle that the American 
people as a whole are inherently hon- 
est and believe in fair play, and with 
an administration both on the part 
of the carrier and the administra- 
tors that is based upon a liberal 
perspective of the objectives of the 
plan, the major medical expense 
plan can be soundly underwritten. 
When such a plan is established on 
sound, basic group insurance prin- 
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Institutional Policies especially formulated in keeping with present 
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ciples it could be maintained at a 
sound cost within the economic reach 
of every income level. We firmly 
believe that such a plan, soundly 
conceived and sanely administered 
can be the ultimate answer and solu- 
tion to the ever present fear and 
dilemma of the unpredictable, un- 
determinable, unforeseeable _possi- 
bility of financial bankruptcy that 
faces each family as a result of 
major medical expense. 

While eight months is a_ short 
period of time in the lives of pe: ple 
or in the history of social and eco- 
nomic development, we have found 
it of sufficient length to test, in many 
varying conditions, the principles 
and policies set forth herein and we 
are pleased with what we see. The 
plan has done the job we intended 
it to do. It has been gratifying to 
already see a number of families 
actually saved from financial dis- 
aster through its operation. 


Each Day We Learn 


We also have clear cut evidence 
from the other side of the picture 
that we have planned well. The un- 
derwriting experience, notwithstand- 
ing a great deal of publicity at the 
introduction of the plan and since, 
has remained very good. The plan 
was set up at a fair, reasonable pre- 
mium within the reach of all income 
levels. We are still in the transi- 
tional stage and we do not presume 
to know all that should be known 
in the field of major medical expense 
insurance. Each day we learn some- 
thing new, some new angle, some 
new developments in the field of 
medical practice that in some way 
effect the administration of our plan. 
It is essential that we maintain a 
flexible position because there is 
nothing static in the whole field of 
medical expense. We must be ready 
to change and adjust as conditions 
change. We must go forward with 
open minds and good hearts, never 
taking a position today which we 
woutd not be ready to change to- 
morrow, but always keeping our 
objectives in the forefront. We 
humbly feel that a real step forward 
has been taken in the field of health 
insurance and that some contribu- 
tion has been made towards the im- 
provement of the standard of living 
of the American people. 
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ULES for filing group life 

insurance and group.annuity 

forms and group accident and 
health insurance forms, rates and 
commissions in New York State 
have been announced by Superin- 
tendent of Insurance Alfred J. 
Bohlinger. The filing requirements, 
which were prepared by personnel 
of the New York Insurance Depart- 
ment with the cooperation of a repre- 
sentative industry committee, are 
designed to streamline policy form 
examination and to implement Sec- 
tion 225 of the State Insurance Law. 
This section, enacted by the 1952 
Legislature, enables the superintend- 
ent to fine insurers or producers for 
wilfully violating the filing require- 
ments of the law. 


Apply to All Forms 


Deputy Superintendent Joseph F. 
Murphy commenting on the rules 
stated that they apply to all group 
forms including so-called “tailor 
made” policies. The latter contracts 
are not specially treated in the rules, 
Mr. Murphy explained, because 
these special forms must be sub- 
mitted to the department for ap- 
proval before they become effective. 
He added that in no event can a 
company use a form unless it is 
approved by the department. 

While the rules do not specifically 
provide for the submission of sup- 
porting data in the case of group 
accident and health insurance rate 
filings which differ materially from 
rates generally used by the company 
making the filing, the department 
expects companies to furnish such 
information to expedite review of 
the filing. In this connection, the 
various trade organizations in the 
accident and health field have agreed 
to encourage their members to supply 
such information to the department. 
Such information should include the 
experience or statistical data of the 
insurer relied on to develop the rate, 
the experience of other insurers or 
other relevant data. Following are 
the filing rules. 
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N. Y¥. GROUP FILING RULES 


Rules for the filing and approval of 
group insurance policies, group an- 
nuity contracts, forms supplementary 
thereto and for the filing of group 
accident and health rates and com- 
missions. 


In view of Chapter 595 of the 
Laws of 1952, effective September 
1, 1952 otherwise known as Section 
225 of the Insurance Law which 
provides certain penalties for the 
violation of filing requirements, the 
department hereby restates its rules 
of procedure for the submission of 
group insurance and group annuity 
policy forms and group accident and 
health rates and commissions. 

The term “policy forms’ as used 
in these rules shall be deemed to 
include group life insurance policies, 
group accident and health insurance 
policies, and group annuity con- 
tracts; applications, riders, endorse- 
ments, insert pages and individual 
certificates, used with such policies 
or contracts, and any rider, insert 
page and endorsement used with 
such individual certificate. It shall 
not include riders or endorsements 
which relate to the manner of dis- 
tributing benefits or to the reserva- 
tion of rights and benefits under 
group life and accidental death 
insurance policies and annuity con- 
tracts and which are used at the 
request of the individual policy- 
holder, contract holder or certificate 
holder. 

1. Number of forms required— 
“Policy forms” being submitted for 
either preliminary review or formal 
approval shall be submitted in dupli- 
cate, except that combination life and 
accident and health “policy forms” 
shall be submitted in triplicate for 
formal approval. 

2. Form number—Each “policy 
form” must be designated by a suit- 
able form number, which may be 
made up of numerical digits or 
letters, or both, in the lower left- 
hand corner of the first page. This 
form number should be sufficient 
to identify the form from all others 
used by the insurer without refer- 
ence to edition or printing date. 


3. Preliminary review—An_ in- 
surer may submit for preliminary 
review printer's proofs or, if printed 
forms are not to be used, copies 
prepared by a legible duplicating 
process. Typewritten copies may be 
submitted if a form is not to be used 
generally. Such a preliminary re- 
view of a form makes possible the 
correction of any defects which may 
be noted by the policy examiners 
before the preparation of the copies 
required for formal submission. 

4. Formal approval — “Policy 
forms” may be submitted for formal 
approval either with or without a 
preliminary review. If submitted 
for formal approval after a pre- 
liminary review specific written 
notice of any change in the policy 
form language must be given the 
department. 


Illustrative Data 


Copies submitted for formal ap- 
proval should be printed or prepared 
by a legible duplicating process, ex- 
cept that if the policy form is not 
to be used generally the department 
may accept typewritten copies. All 
blank spaces which are not self- 
explanatory should be filled in. 
Hypothetical data, suitably indicated 
by red ink, underlining or otherwise, 
may be used as illustrative material 
if so identified. Illustrative material 
may be used for items which may 
vary from case to case such as names, 
dates, eligibility requirements, pre- 
miums and schedules for determin- 
ing the amount of insurance for 
each person insured. 

If a covering letter, an explanatory 
memorandum, or appropriate refer- 
ence to material filed with schedules 
of premium rates (to be in duplicate ) 
clearly indicates the nature and scope 
of the variations to be used, portions 
of other provisions such as insuring 
clauses, benefit provisions, restric- 
tions, and termination of coverage 
provisions may be submitted as 
variable, if suitably indicated by red 
ink, underlining or otherwise. For 

(Continued on the next page) 
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example, it may be indicated that 
variations will be made within the 
limits set out in the explanatory 
memorandum or that any one of 
several alternative provisions may be 
used or that a provision may be 
either included as submitted or else 
completely omitted. The variable 
material referred to in this paragraph 
shall be identified by some means 
sufficient to distinguish it from the 
illustrative or hypothetical material 
referred to in the preceding para- 
graph. 

Open-face riders or endorsements 
may be filed for general use in 
amending illustrative or variable 
material within the limitations of the 
two preceding paragraphs. If a 
company submits a new rider for 
approval which makes reference to 
the provisions of a rider previously 
issued that did not require submis- 
sion for approval, copies of such 
previous rider shall be submitted for 
reference purposes only with the 
new rider. 

Endorsements to be applied di- 
rectly on a previously approved form 
by a rubber stamp should be sub- 
mitted in duplicate for formal ap- 
proval on the letterhead of the 
company. 

5. Letters of transmittal—The in- 
surer shall submit “policy forms” 
for approval accompanied by letters 
of transmittal in duplicate signed 
by a responsible home office offi- 


cial containing the following infor- 
mation : 

a. The identifying form number of 
the forms submitted. 

b. A brief statement of the coverage 
provided. An indication of the 
difference between the form sub- 
mitted and a previously approved 
similar form will expedite considera- 
tion. 

c. If the form is intended to super- 
sede another form, give the number 
of the form replaced and whether 
approved or in the process of being 
approved. 

d. If a submitted form is other than 
a policy or contract, give the number 
of the policy or contract form or 
forms with which it will be used, or, 
if for more general use describe the 
type or group of such forms. 

e. If the policy form is one for which 
a premium is charged and there is 
no applicable rate already on file, the 
transmittal letter may include the 
information set out in section 6 or, 
at the option of the insurer, an inde- 
pendent filing letter may be made as 
required by section 6. If the rate 
applicable to the proposed policy 
form is already on file, specific refer- 
ence to this fact shall be made. 

6. Group A. & H. rate and com- 
mission filings as required by Sec- 
tion 221(7) of the insurance law— 
a. Rates shall be filed in duplicate in 
the form of numbered pages of a 
rate manual, preferably in loose leaf 
form; additions or changes to be 
made by replacing or adding manual 


pages. Except as provided in section 
5(e) a letter of transmittal, in dup- 
licate, signed by a responsible hoi 
office official shall accompany the 
rate filing, 

b. The rate manual is to contain the 
following information: 

(1) A brief statement of the 

coverage provided. 

(2) A schedule of the premium 
rates, rules and classifications 
of risks used in connection 
with the issuance of policies, 
Such schedule shall include 
any loading for sex, age and 
industry and may provide 
that a higher premium may 
be charged by the company 
in the occasional case where 
in its judgment an additional 
hazard exists, or there is a 
greater hazard than antici- 
pated by the rates in_ the 
schedule. 

Where a premium discount 
is allowed because of the size 
of the risk, a statement as to 
what constitutes one risk. 

A schedule of any premium 
discounts for and definition 
of self-administration or self- 
accounting. 


w 
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A schedule of maximum com- 
missions, compensation or 
other allowances to soliciting 
agents. 

7. Nothing herein shall supersede 
or effect in any way the requirements 
of Regulation 32 in respect to group 
life insurance. 
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SECURE? 


A family’s security is not measured 
entirely in dollars and cents. A lot of 
things go to make it up. Things like 
a cool hand at night on a child’s hot 
forehead. Comfortable Sunday break- 
fasts with flapjacks and the funnies. 
Little private jokes that wouldn’t mean 
much to anyone outside the family. 
Affectionate teasing . . closeness, 
warmth, a sense of sharing . . . the 
deep, underlying knowledge that 
you belong. 


This is why we are particularly 
pleased to announce that Provident 
Mutual is entering into a new field 
of operations—Accident and Sickness 
Insurance. To a Company that accepts 
its responsibility of strengthening the 
security of the family, this is indeed a 
rewarding venture. For, as we protect 
the breadwinner’s earned income 
against loss by accident or illness, we 
insure not only an individual but a 
way of life. 


We are gratified that Provident 
Mutual service, of which this new type 
of coverage represents but one example, 


M. ALBERT LINTON 
Chairman of the Board 


Philadelphia, Pennsylvania 


PROVIDENT 


MUTUAL 
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can be translated into figures—figures 
that show an increase in Provident 
Mutual’s insurance in force to a new 
high of over one and a half billion 
dollars, with new insurance amount- 
ing to $128,405,000 during 1952, the 
largest volume of sales in the Com- 
pany’s history. 


We like to look behind these figures, 
to the human values they stand for. 
Each dollar entrusted to our steward- 
ship symbolizes an individual’s faith in 
the future and determination to plan 
for it. By sharing that faith and partic- 
ipating in that plan, Provident Mutual 
agents work with policy owners to 
build individual family security on 
which is based the security of the 
nation. 


Tuomas A. BRADSHAW 
President 


of PHILADELPHIA 
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INSURANCE COMPANY) 


88:4 ANNUAL 
STATEMENT 


As of December 31, 1952 





ASSETS 

U. S. Government bonds . $102,767,845.80 
Other bonds - 342,689,376.46 
Mortgages on realestate —170,747,723.08 
Preferred stocks 19,978 668.00 
Common stocks 14,656,604.00 
Loans on policies. . .  23,657,311.03 
Realestate . . . .  6,733,293.38 
Cash on hand and in banks 5, 296,039.55 
Accrued interest. . .  4,088,043.88 
Overdue interest. 2 . 292,440.42 
Deferred and uncollected 

net premiums, etc. .  6,378,632.32 
Total assets . . $698,086,178.92 


LIABILITIES 
Reserves for policies and 
supplementary contracts $602,209,176.00 
Dividends left with company 22,852,308.25 
Dividends set aside for dis- 


tribution in 1953. 6,177,000.00 
Premiums paid in advance = =——-7, 162,541.17 
Policy claims. . . .  1,985,405.04 
Estimated taxes accrued, 

payable in 1953 . .  2,085,667.46 
Miscellaneous liabilities . —7,410,556.68 
Security valuation reserve 3, 155,071.00 
Total liabilities . $653,047,725.60 
Special reserve . . .  4,928,204.00 
Seatiageney —. . . 40,110,168.32 

assets”. $698,086,178.92 
A copy of the Company’s Annual 
Report, including a list of bonds 


and stocks, will gladly be sent on 
request. 













Variable Annuity—from page 1|7 


units may buy an annuity of 800 
units a year for life. The number 
of annuity units will not change 
thereafter. But the value of the an- 
nuity units which determines the 
amount of the cash payments to the 
annuitant, will change. During the 
retirement period it is planned to 
revalue the units only once a year, 
the changes depending primarily on 
changes in the value of the stocks 
in the fund. 

It is expected that this new plan 
will provide more dollars in times 
of inflation and less dollars in times 
of depression. Extensive economic 
studies made by TIAA, covering a 
period of seventy years, indicate that 
if experience in the future is similar 
to that in the past, the dual plan 
should provide annuity payments 
that correlate reasonably closely with 
the real income needs of the annui- 
tant. 

The TIAA-CREF experiment has 
been well received by the college 
world. More than one-quarter of 
the institutions cooperating with 
TIAA amended their retirement 


plans within the first two months 
of CREF’s operations to permit its 
use. The teachers seem to recog- 
nize that it is a forward step in 
pension planning to meet their needs. 


Second Experiment 


The second experiment with an 
equity annuity plan is being made 
by the Long Island Lighting Com- 
pany in a plan announced to its em- 
ployees on October 10, 1952 with 
provisions retroactive to January 1, 
1952. Like TIAA, it has adopted 
an annuity plan with several layers 
of protection. First, there is the 
layer of fixed dollar annuities, using 
the group annuity plan of the Metro- 
politan Life Insurance Company. 
The second layer of protection is 
provided by Social Security bene- 
fits. The third layer of protection 
is furnished by a new type of pension 
trust arrangement with the National 
City Bank of New York. 

Each year the lighting company 
will pay the bank as trustee the 
amount required to provide certain 
“assumed” benefits under the Equity 
Annuity Plan. These benefits are 


established in the usual manner by 
setting up a table showing in dollars 
the amount of annuity to be pro- 
vided each year for each salary 
group. The assumed benefits are 
computed on the assumption that 
interest will be earned at the rate 
of 34%4% a year and that mortality 
experience will be in accordance with 
the 1937 standard annuity table. 
Wherever such tables of benefits are 
set forth, the plan specifies: “The 
Equity Annuity Plan will pay this 
assumed annual dollar income only 
if the investment, mortality, and ex- 
pense assumptions in the plan are 
realized exactly. The dollar income 
actually paid will increase or de- 
crease as the plan’s actual experience 
varies from the assumptions.” 

Similar provisions are made for 
both past and future service. 


Vary Each Year 


Members will be credited with 
annual retirement income in terns 
of “benefit units” payable per year 
for life beginning at age 65. The 
retirement income from these units, 
like the income from CREIF’s an- 
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THE COUNTRY’S MOST FRIENDLY 
COMPANY OFFERS ... 


& Modern and attractive agent's and general agent's contracts to 
those looking for a permanent connection. 


*% Complete line of life insurance policy contracts from birth to age 
65 with full death benefit from age 0 on juvenile policy contracts 


& Complete line of Accident and Health policy contracts with 
lifetime benefits. 


* Individual Family Hospitalization contracts with surgical, medical 
and nurse benefits. 


* Complete substandard facilities. 


* Educational program for field man. 


STRONG, PROGRESSIVE COMPANY 


Older than 85% of all legal reserve life insurance companies 


COMPANY’S EXPANSION PROGRAM OFFERS 


Openings in California, Florida, Illinois, Indiana, Kansas, Michigan, 


Minnesota, Missouri, Nebraska, New Jersey, North Dakota, Ohio 
and Wisconsin. 


WORTH AMERICAN LIFE INSURANCE COMPANY 


OF CHICAGO 


Cc. G. Ashbrook, Executive Vice President 
North American Building, Chicago 3, Illinois 











Something New Is Being Added! 


CLOT ® 


A Glamorous Outdoor 
SWIMMING POOL 


for guests of the 


5300 Sheridan Road 
CHICAGO 40 





TELETYPE—-CG-2378 


Headquarters ‘of the World for 


Insurance Conventions 
and home of the 


Marine Room 


“THE MOST BEAUTIFUL HOTEL DINING 
AND SHOW ROOM IN AMERICA" 











ATER BEACH HOTEL 
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nuity units, will vary each year, de- 
pending primarily on the changes 
in the asset value of the stocks in 
the fund. The monthly annuity pay- 
ments in dollars will be determined 
each year by multiplying the num- 
ber of units credited to the annui- 
tants by the current dollar value of 
the benefit unit. 


Assumed Income 


For example, a man 60 years of 
age on January 1, 1952, has 25 years 
of service and his assumed income 
from the equity annuity plan for his 
rate of pay is $12 for each year of 
prior service. He will be entitled 
to a past service benefit amounting 
to an assumed equity annuity of 
$300 a year. If his equity annuity 
income for the future is $15 for each 
year of service, he will have an ad- 
ditional $75 from the next five years 
of service, making a total assumed 
equity annuity of $375 a year. 

It will thus be seen that while 
the lighting company plan and the 
TIAA-CREF plan differ widely in 
detail, they are based on similar con- 
cepts of economics and are designed 
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with the same general objectives. 
One quotation from the retirement 
program for the employees of the 
Long Island Lighting Company 
aptly states the objective as follows: 


Q. In this kind of program am I not 
taking some risk as to the number of dol- 
lars I will receive after 65? 


A, Although the dollar amount of retire- 
ment payments under the Equity Plan 
will vary from year to year, you are tak- 
ing less risk in terms of purchasing power 
than in a conventional retirement pro- 
gram. The last ten years have made it 
very plain that a pension payable solely in 
a fixed number of dollars may not be cer- 
tain to meet your expenses upon retire- 
ment. 

Past experience shows clearly that a 
pension program based partly on fixed 
dollar promises and partly on a variable 
number of dollars from a fund invested 
chiefly in common stocks, can be expected 
to afford a steadier level of purchasing 
power than a pension based wholly on 
either of them. 

Since no one can predict the future, it 
seems wise to try to protect the purchas- 
ing power of pensions by putting part 
of the retirement money in fixed dollar 
promises, and part of it in common stocks 
and other equities. In this program you 
get the advantage of the annuity princi- 
ple, not only in the fixed dollar promises, 
but in the equity fund as well. 


INSURANCE COMPANY 





Springfield, 


Massachusetts 


Non-Cancellable, Guaranteed Renewable 


HEALTH & ACCIDENT 


and all forms of 
PARTICIPATING 


LIFE INSURANCE 





Clearance for Taxation 


The principal problem presented 
in establishing a pension trust using 
a variable annuity was the clearance 
of such a plan with the Treasury 
Department as being a “pension” 
and therefore qualified under Section 
165(a) of the Internal Revenue 
Code. This point has now been 
settled. Not only has the Treasury 
Department ruled that the Long Is- 
land Lighting Company plan quali- 
fies as a pension trust, but it has 
also issued a general ruling that a 
variable annuity plan qualifies under 
Section 165(a). 

These two new experiments have 
attracted widespread interest. At 
this stage of their development they 
have been well received by those for 
whose benefit they were established. 
Are these experiments the forerun- 
ners of a new approach to pension 
planning—an attempt to provide 
benefits more consistent with real 
needs? This is a challenging ques- 
tion which only the future will an- 
swer. 








Reprinted by permission from The Journal of 
The American Society of Chartered Life Under- 
writers. 
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Three hundred and thirty high 
school teachers and other educators 
will be spending from four to eight 
weeks this summer developing better 
ways of teaching family financial 
security in American classrooms. 
Scholarships are being offered for 
this graduate training, made possible 
by the Committee on Family Finan- 
cial Security Education. The courses 
will be given at eight leading uni- 
versities located throughout the 


country. 
“KW YW 


The first in a scheduled series of 
pension familiarization seminars was 
conducted by Continental Assurance 
Company at its home office in 
Chicago on March 6, This session, 
it is believed, marked the first effort 
on record to give established life 
insurance brokers a practical work- 
ing knowledge of pension planning, 
profit-sharing and special group pro- 
grams. Similar all-day seminars 
were held in Los Angeles and San 





ARTHUR C. MEYER 


MISCELLANY 


Francisco during the week of March 
23rd and a fourth school was con- 
ducted in Dallas the week of March 


30th. 
~~ w © 


An article in the February 15 
edition of Sales Management, The 
Magazine of Marketing, “What's 
Behind the Fantastic Upsurge in 
Sales at Franklin Life,” outlines the 
policies which President Charles E. 
Becker has introduced during the 
13 years he has headed the company. 


ww Ow 


In a presentation ceremony held 
March 2 at the New York City Hall, 
the Home Life Insurance Company 
was awarded a “Certificate of Busi- 
ness Merit” as one of the firms doing 
business in New York for more than 
three-quarters of a century. The 
ceremony was held in conjunction 
with this year’s celebration of New 
York City’s Tercentenary. 


ARTHUR C. MEYER AGENCY 
Antigo, Wisconsin 


* Over 50% of agency staff qualifies each 


year for Star Leader Club. 


* Three agents have consecutive weekly 


production records of 10, 7, and 6 years 
respectively. 


In 8 different years the Meyer Agency ranked among the top 3 
for outstanding production. The 5 Meyer brothers—Arthur, Albert, 
Floyd, Orrie, and Royal, together with their father, William—have 
served the agency department of Old Line Life for a combined total 


of 95 years! 
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INSURANCE COMPANY OF AMERICA 
HOME OFFICE: MILWAUKEE 






























For the second time in three years 
the /nstitute of Life Insurance has 
been awarded an honor medal by the 
Freedoms Foundation for its adver- 
tising program. 


x2 


Life Agency Managers of Chicago 
have organized a study course in 
agency management which will run 
for 13 consecutive Mondays, start- 
ing March 16, Sessions are held at 
the LaSalle Hotel, with N. Wilson 
Turner, manager of New York Life, 
as chairman of the committee in 
charge. 


a 


The Ohio National Life Insur 
ance Company recently introduced 
a new recruiting and training pro- 
gram to its general agents, district 
managers and supervisors at a five- 
day conference in Cincinnati. The 
men present represented the twenty 
seven states and the District of Co 
lumbia in which the company oper 
ates. Five recently produced books 
to be used in the new program are: 
a recruiting guide, a recruiting 
manual, a direct mail recruiter, a 
training manual, and a basic train 
ing guide. The program will be 
administered by B. W. Dornbirer. 
C.L.U., recently elected director oi 
agents training. Appropriate train 
ing schools are to be held in the near 
future. 


wKW Ww 


C. Harris Pottier, branch manager 
at New Orleans for the Sun Lif 
Assurance Company of Canada, was 
featured in the nation-wide tele 


vision broadcast “This is Your 
Life.” 

woe & 
CJarence Oshin, of The Home 


Life Insurance Company and _ the 
Clarence Oshin Agency, has been 
renamed chairman of the Life Insur- 
ance Division of the 1953 United 
Jewish Appeal Campaign. David 
Carr, of the Continental Assurance 
Company, was named co-chairman 
of the drive among life insurance 
men. 
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INSTALMENT CREDIT 
GROWS 


FJ HE EXTRAORDINARY growth of 
| packers credit life insurance 
can be explained by reference to the 
growth of instalment credit itself, as 
revealed by the Federal Reserve 
Board. A record $16,555,000,000 of 
instalment credit was outstanding as 
of the end of January. Instalment 
credit increased $42,000,000 in Janu- 
ary and the total was $3,241,000,000 
higher than the figure on January 
31, 1952. Total consumer credit of 
all kinds totaled $23,734,000,000 at 
the end of January. 


CREDIT INSURANCE 


ONSUMER CREDIT insurance was 
| Spreatnane! to meet the needs of 
the borrowing public rather than to 
protect the lending industry, Arthur 
J. Cade, vice president of the Con- 
sumer Credit Insurance Association, 
declared in a recent speech before 
the Health & Accident Underwriters 
Conference. Cade took issue with 
a theory advanced by a few organi- 
zations that the lender should absorb 
the premium cost stating that, “Ix- 
perience has shown that to provide 
an economical and convenient insur- 
ance program for the borrower or 
installment buyer, it is essential that 
the insurance be made available 
through the lending institution since 
the average premium is too small 
for the regular agent to handle, and 
writing the business through the 
lending institution enables the car- 
riers to avoid adverse selection of 
risks. 

“But to advocate that the lender 
should bear the cost of providing this 
protection to the borrower,” the in- 
surance executive contended, “is 
contrary to our entire American 
philosophy of business, which is 
based upon the proposition that those 
performing services are entitled to 
reasonable compensation and profit 
therefrom.” He added that it would 
be especially unfair to expect the 
lender to assume the added cost of 
an insurance program in view of his 
steadily rising operating costs and 
the fixed legal maximum interest 
rate he may charge. Several public 
opinion surveys were then cited to 
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illustrate the fact that the public not 
only desires this form of protection 
but is willing to pay for it. 

The liberality of the claim policy 
of most consumer credit insurance 
companies, coupled with the current 
reasonable premium rates, results in 
substantial loss ratios, Cade stated. 
“Criticism of the industry’s rate 
structure results from a failure to 
understand that loss ratios for this 
industry must be computed by relat- 
ing earned premiums less refunds 
to claims paid and incurred,” he 
explained. 

In clarifying this point, Cade cited 
a recent discussion of rates in the 
State of Texas where it had been 
contended that an overall loss ratio 
of 8.15% had been experienced by 
the Old Republic Credit Life Insur- 
ance Company, of which he is vice 


‘president. Recognizing that this un- 


reasonably low figure had been ob- 
tained through a failure to take all 
of the necessary factors into con- 
sideration, an actuarial study was 
made of the 14-Day retroactive acci- 
dent and health insurance portion of 
Old Republic’s Texas business, and 
it was found that the true loss ratio 
had actually been 45.9%. 

In discussing the relative merits 
of the group plan of consumer credit 
insurance as opposed to the indi- 
vidual plan, Cade explained that it 
was necessary to have both plans 
available to meet the differing legal 
situations in the various states and 
the individual requirements of the 
diverse lending institutions. In most 
states, the legal foundation for the 
use of insurance in connection with 
lending is well established, he said, 
both under the general laws relating 
to usury-and restrictive laws, such 
as small loan laws. “However, the 
especially defined manner in which 
some of these laws are written,” he 
emphasized, “makes it essential for 
the lender and the insurance carrier 
to exercise caution lest they contra- 
vene any of the prohibitions ap- 
plicable to money lending.” 

Concluding his remarks, Cade 
urged close cooperation between the 
accident and health underwriters and 
the consumer credit insurance in- 
dustry to eliminate misunderstand- 
ing and to develop standard group 
creditor’s accident and health pro- 
visions for inclusion in their model 
statute. 
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a 
to the head of 
the family 


Two ways you can 
protect your family 
against CANCER 


...@ check 
...a check-up 


Cancer strikes in one of every 
two families. Each year more than 
60,000 American children under 
the age of eighteen lose a parent 
to cancer. 


Yet many cancers can be cured, 
if discovered in time. 


Every man should have a 
complete physical examina- 
tion once a year. Women over 
thirty-five should have a com- 
plete physical examination 
twice a year. 


Because of scientific advances, 
patients are being cured today 
who could not have been saved 
even five years ago. 


The American Cancer Society 
asks your help in the fight against 
cancer. Your check today will 
help pay for costly research. Will 
help keep physicians informed of 
latest developments in detection 
and treatment. Will help pay for 
the training of doctors to special- 
ize in cancer. 


How soon we find cancer’s 
cause and cure depends on how 
soon and how much help comes 
from people like you. 


Invest your money today for your 
family’s security tomorrow. 


{ “Cancer” c/o Postmaster, (Your town) 


Please send me free literature 
about cancer. 

Enclosed is my contribution of 

$ ___. to the cancer crusade. 


Zz 
3 
® 





Address 





City. State 





---- 


Cancer strikes One in Five 
STRIKE BACK... 
Give to Conquer Cancer 
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SILVER ANNIVERSARY SURVEY 


Ee C.L.U. Silver Anniversary 
Survey is expected to be com- 
pleted in time for April distribution. 
Julian S. Myrick, chairman of the 
board of trustees of the American 
College of Life Underwriters has 
indicated that highlights of the study 
include these facts: 


Typically, the C.L.U. in 1952 was 
forty-five years old, married, male, 
had an income of $9,500 a year 
from life insurance only, owned 
$50,000 of life insurance, attended 


THIS MAN IS 


religious services, attended two serv- 
ice clubs or other organizations more 
or less regularly and within the pre- 
ceding five years held office in two 
or three organizations. 

Ninety-four per cent of the 4,786 
persons who completed the program 
in the first twenty-five years have 
made a lifetime career of the life 
insurance business. 

Since getting their designation, 
seventy-four per cent of the C.L.U.s 
have remained with the same com- 
pany. 





IN THE DARK 


. . - because he doesn’t know that there is an unlimited demand 
for Union Mutual’s Employee Benefit Plans — Life, Sickness and 
Accident, Hospital and Surgical coverages for small businesses 
with 5 to 24 employees. But most important are the extra plus 
values of this plan both to the policyholders and to the agent. 
. . . Flat premium for both men and women .. . Up to 70 
days full daily benefit... Up to $10 daily hospital bene- 
fit with 5 or 10 times for extras . . . Weekly indemnity 
can be written on either a full or nonoccupational basis 
. . . Each employee may select the amount of hospital 
benefit per day suited to his requirements. 

. . . Last but by no means least, an excellent prospecting device 
—every member of the plan is a prospect for more insurance. 
P.S. Also, complete group coverages for businesses employing 


25 or more. 


Plus income from Plus sales with Plus values! 


ON MUTUAL 


LIFE INSURANCE COMPANY x Home Office 
Portland, Maine x Rolland E. Irish, President * 





Kenneth L. Anderson, Vice Pres. & Mgr. of Agencies 
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Eighty-two per cent of the C.L.U.s 
said that their income increased 
while preparing for the C.L.U. ex- 
ams. In the opinion of sixty-eight 
per cent of the group, the increase 
in their income during preparation 
was attributable to their C.L.U, 
studies. 


Of the group who were ordinary 
underwriters at the time they under- 
took C.L.U. work, one-third (32%) 
are now in field or home office man- 
agement positions. More than one- 
half (56% ) continue in ordinary life 
underwriting work. 


The median production oe €.3.81, 
ordinary underwriters was $400,000 
of ordinary insurance in 1951, and 
eleven per cent of the ordinary un- 
derwriter group produced more than 
$1,000,000 of ordinary insurance. 


The great majority (83.1%) of the 
C.L.U.s said that attainment of the 
designation made them “better life 
insurance men.” 


MILITARY SALES CURB 
PROPOSED 


UPERVISION OF agents soliciting 

life insurance sales on a military 
installation would be improved by 
a Defense Department directive re- 
quiring licensing and regulation of 
the agents by the state in which the 
military post is located, according to 
views expressed to officials of the 
Department of Defense by repre- 
sentatives of the American Life 
Convention and Life Insurance As- 
sociation of America at a meeting 
held February 17. The meeting, 
at which the sale of commercial 
life insurance to armed forces per- 
sonnel on military posts was fully 
discussed, was convened at the re 
quest of Rear Admiral J. P. Womble, 
Jr., Acting Director of Personnel 
Policy for the Defense Department. 

At d meeting held early in De 
cember between Defense officials and 
a committee of the National Associa- 
tion of Insurance Commissioners, 
the commissioners’ group proposed 
a Defense Department directive 
similar to the plan of regulation 
viewed favorably by the ALC and 
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AT WORK 


In this picture are some of Home 
Life’s leading agency managers and 
top home office executives. Their 
names are not important. But the 
reason for their meeting is. 


... Home office management 
wants field reactions to ideas con- 
cerning a new mortgage policy and 
a new type of junior insurance policy. 

manager is interested in 
the possibility of simplifying settle- 
ment option agreements. 


... An Agency Department ex- 
ecutive seeks help in determining the 
type of meeting to be planned for 
the company’s top Field Under- 
writers. 


. . . Field and home office man- 
agement wish to review pro’s and 
con’s of entering the Accident & 
Health field and of setting up a “Baby 
Group” program. 


These are only a few of the prob- 
lems which will come up at this con- 
ference table. They are knotty prob- 
lems and they call for management’s 
best judgment. 


Home Life long ago recognized 
that the best solutions for such prob- 
lems come from joint consideration 
by field and home office manage- 
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ment. The company in 1944 organ- 
ized a unit of field management 
known as the Managers Advisory 
Committee. In the years which have 
elapsed this committee has become 
an institution at Home Life, an insti- 
tution that has done much to develop 
the concept of mutual management. 


The Managers Advisory Commit- 
tee, comprised of eight agency man- 
agers each serving two year terms, 
is set up to insure consideration 
of current management problems. 
Shortly before each meeting a re- 
quest goes out to all of the company’s 
agency managers and department 
heads. “What’s on your mind?” it 
asks in effect. From the responses 
an agenda is drawn up for a three- 





day conference, which often covers 
some 50 topics. 

Around the conference table utmost 
frankness prevails. There are no 
“touchy” subjects, no sacred cows. 
Home office management feels that 
if it cannot convince the managers 
committee of the correctness of a 
specific action or policy, then con- 
sideration should be given to chang- 
ing that action or policy. The man- 
agers, for their part, provide the 
“field point of view” so necessary in 
formulating effective company pol- 
icy. 
What has been the net result of 
these meetings? 

The answer is increased mutual 
understanding between field and 
home office on common management 
problems. As one member of the 
Advisory Committee commented at 
the close of a recent meeting: “I hope 
that all of the managers have an op- 
portunity sooner or later to serve on 
this committee because it has given 
me a better understanding of the com- 
pany’s problems, a greater feeling of 
security about the job that I hold and 
a renewed enthusiasm for the wonder- 
ful company that I represent.” 





Home LIFE INSURANCE Co. 
256 Broadway, New York, N. Y. 
**A Career Underwriters’ Company” 


W. J. Cameron, 


W. P. Worthington, President 


Executive Vice President 





J. F. Walsh, 
Vice Pres. & Mgr. of Agencies 














Building from Our Own Ranks 


Tue practice of finding new field management men within our own 
organization, giving them proper training and sending them out in 
turn to bring new and promising men from other fields into life insurance 
sales work does not necessarily result in the most spectacular kind 

of development. But we think it contributes to a kind of solid growth 
that benefits our agents, our policyowners, the company and the 


industry as a whole. | 


For example, some time ago Northwestern National Life announced 
that it would expand its operations in Texas and the Southwest. In 
1952 our ordinary volume was the largest ever in the State of Texas— 
perhaps not an impressive overall total as life insurance figures go, 
but consisting of unusually high average production per man. The 


same is true in other areas in which NWNL is expanding. 


This means that satisfying sales careers are being built—many of them 
from the ground up—and that the fieldmen involved are imbued 

with a loyalty to their company and with a sense of responsibility. 

It means also a furtherance of our policy of being good neighbors 


in the life insurance business. 


NORTHWESTERN /Vationad LIFE 
OF MINNEAPOLIS ’ 


One of America's great life insurance companies 
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Insurance Accounting and Statistical Association 


MODERN ACCOUNTING THEORY, 
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INCENTIVE BONUS PLAN 


WILLIAM R. PHELAN, Controller, 
United States Fidelity and Guaranty Company 


HESE days many companies are faced with 

problems of serious personnel shortages and the 

necessity of achieving increased production effi- 
ciency and reduction of operating costs. For certain 
operations an answer may be found in the adoption of 
incentive production bonus plans. Carefully drawn and 
administered these plans increase efficiency of operation 
and spur greater production at a reduced overall cost 
per unit involved. Use of such bonus plans are op- 
posed by certain labor groups but others foreseeing 
the benefit to employe as well as employer have co- 
operated in the installation and operation of plans within 
their jurisdiction. 

To succeed, any plan must have a wholehearted 
backing by management; a sound educational program 
for the employes concerning the operation and scope 
of the plan; and the plan must be administered soundly 
and fairly. With this three point program, objections 
to incentive production bonus plans are overcome and 
kept at a minimum, 

During the years immediately following World War 
II it was my privilege to work with three incentive 
production bonus plans, each of which achieved fairly 
the purpose for which it was installed. One in the cotton 
textile field increased production of a then scarce article 
by over forty-five per cent at an overall cost reduction 
of a cent per unit. The other plans were in the insurance 
field and involved typing and card punching operations. 

In the typing operation the plan was installed to aid 
production in a large department which typed insurance 
policies and invoices covering such policies. The depart- 
ment at the time numbered eighty-three in personnel. 
Despite continued overtime and holiday work, some 
difficulty was encountered in keeping work output in a 
near current status. Within a year after the bonus plan 
was installed, work was on a current basis, personnel 
had been reduced to sixty-five through transfers to other 
units, and overtime or holiday work was no longer 
necessary. 

The plan was extended later with equally desirable 
results to include a central stenographic department. 
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Time studies established the standards and all type- 
writers were equipped with cyclometers to measure out- 
put of operators. Employes remaining in these depart- 
ments were most satisfied to operate under the bonus 
plan, and the personnel department had many requests 
for transfer into these departments. 

Installation of a bonus plan enabled the IBM card 
punching division to absorb the additional work load 
of several million dollars increase in business. Bonus 
earnings of operators under the plan range from $1 to 
$28 weekly. It is the installation of this latter plan that 
is set out in detail. 

Initially, the departmental supervisors were given a 
briefing as to what detail would be necessary to operate 
the plan as well as the benefits which would accrue to 
them. Quality would not suffer, it was pointed out, as 
a part of the formula introduces either a time or mone- 
tary penalty for rejected work. Operating costs, although 
increased in total, actually, through greater efficiency 
and production, are reduced when viewed from a cost 
of handling per unit. Lastly, it was pointed out that 
although certain details of record keeping by supervisors, 
was required they would find that the operators would 
require less supervisory attention thus compensating for 
the time necessary for the record keeping. 

Following the meeting with the departmental super- 
visors, a short session was held with the employes of the 
unit who would operate under the plan. The general 
workings of the plan as well as the necessary preliminary 
work was outlined and their cooperation sought. The 
benefits to them were pointed out as well as assurances 
given to allay objections. They would not be “driven” 
to increased output. Each operator would pace herself. 
However the opportunity to earn extra money in relation 
to output was there for those who tried. Through this 
medium greater diligence and industry would be com- 
pensated. This plan and its earnings would be inde- 
pendent of the regular salary program and would not 
interfere with normal salary increase. Also, it was 
pointed out that the standards once established would 
not be changed downward. When an operation changed, 
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then a new standard would be computed, but the mere 
fact that operators were earning good bonus amounts 
would not call for downward revision. 

\fter the orientation talks were concluded, a study 
of the various cards punched and the fields utilized were 
made and decision reached that all the punching could be 
set up into twenty-two groupings, for each of which 
a standard established by time studies would be required. 

Clock watch studies were conducted over a reasonable 
period of time. Timings were taken for each grouping 
or card type of several operators and at different times 
of the work day, so that the standard or time allowance 
per card would be fair to both operator and company. 
The technique followed discounts both a deliberate show- 
down as well as extraordinary punching dexterity: a 
refreshed as well as a fatigued operator. 

While the time allowances were in process of estab- 
lishment, forms were drawn up to administer the plan. 
One small form was to be used by an operator to record 
type and number of cards punched. Two forms for the 
supervisor's use; one to record operator’s time as to 
work time, other work, absent minutes and free minutes, 
and the other (Form AA188) to recapitulate time and 
units per operator. Extensions on this latter form were 
completed by the payroll department. 


Efficiency Rate 


Form AA188 is the bonus work sheet and one per 
operator is prepared weekly. Daily, the supervisor 
posts the units by type of card. Operators by use of a 
ruler not the count on a form—one per work bundle. 
These units are multiplied by the time allowance to 
obtain the total allowed time. The breakdown of time 
also is posted into the proper categories of work period 
(actual minutes in the work week), other work, absent 
minutes and free minutes. Subtracting these last three 
from the first gives the time on bonus. The allowed 
time is then divided by the bonus time to obtain a 
percentage to which is added a free allowance for per- 
sonal time-outs. The resultant sum is considered the 
operators efficiency rate. 

In the planning it was determined arbitrarily that an 
efficiency percentage of seventy would be considered 
as par. Any percentage in excess of that would be the 
bonus per cent on which the operator could earn extra 
money. This amount is computed by multiplying the 
product of the bonus per cent and the bonus time by 
the base rate. 

If there are to be any cash deductions for errors (not 
to exceed the amount of the bonus) such deductions are 
made at this point. The net bonus amount thus derived 
is ready for payment. In the matter of correction for 
errors, the most feasible solution is the repunching of 
cards, which cards are not credited to the work count. 
The correction then is actually a time penalty. In the 
particular installation of which I write, key punching 
operations used the time penalty, while a penalty of 
twenty-five cents per error was applied to the verifying 
operations, 

In summation, incentive production bonus plans are 
applicable to a wide variety of operations in many 
industries. They have helped others perhaps one could 
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COPYFLEX Saves 


Leading Insurance Firm 
$100,000 a Year! 





COPYING APPLICATIONS for just one type of insurance 
used to cost one of the nation’s biggest insurance compa- 
nies 5¢ a copy. With applications pouring in at the rate of 
50,000 al the copying bill totaled $130,000 a year. 


NOW Bruning Copyflex machines turn out ready-to-use, 
error-free copies of applications in seconds. And they do it 
for less than 2¢ a copy — 60% less than the cost of photo 
copies. Savings? $2,000 a week... more than $100,000 
a year! 


COPYFLEX saves on many other kinds of insurance paper 
work, too. It gives you direct, black-and-white diazotype 
copies up to 42 in. wide in any length. Copies anything 
written, drawn, typed, printed on ordinary translucent 
paper for less than 2¢ per sq. ft. for all costs; also copies 
opaque originals, using Bruning’s exclusive Reflex Film. 


NO expensive ventilation system, plumbing, messy inks 
or stencils are required. Anyone can operate a Copyflex 
after a 5-minute explanation. Send coupon today for free 
booklet on how Copyflex can stop errors, save time and 
money in handling insurance paperwork. 
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Today’s Paperwork Engineered 
with Jet-Age Speed 
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GUY FERGASON 


WHERE AND HOW DO YOU RECRUIT? 


HERE is an element of busi- 

ness risk in the employment 

of any worker, Ordinarily 
this employment risk is a calculated 
one and is assumed by most business 
executives along with other ordinary 
business risks. However, there is 
one big difference—other types of 
business risks are carefully studied 
with an “eye” toward reducing the 
risk as far as it is possible. Expert 
advice and service are procured 
so that every possible angle is sur- 
veyed and provided for. This is 
the mark of a sound business man. 
The same reasoning which attends 
one type of business risk does not 
carry through to the analysis of the 
risk of human nature as it is ap- 
plied to work situations. In the 
field of employment (and selection) 
too much is taken for granted. For 
example, it is taken for granted that 
the employee will apply himself dili- 
gently to the tasks assigned him. In 
many cases it has been taken for 
granted that he possesses the neces- 
sary qualifications for doing the 
work. If there is a failure (and there 
are many of them) we erroneously 
blame the failure on the “lack of 
qualified persons available for office 
work.” 


Selection 


The whole process of selection 


starts with recruitment and ends 


with the satisfactory adjustment of 
the employee to the atmosphere and 
environment under which he will 
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work. This is not a guessing proc- 
ess, but a scientific process in which 
each step is calculated, planned and 
executed as part of a whole program. 
Selection starts with recruitment. 
Where do you obtain your appli- 
cants? How do you attract them? 
Why would an applicant want to 
work for you in preference to others ? 
What have you done to sell the 
advantages of employment offered by 
your firm? Are you overstaffed? 
These are a few pertinent questions 
which require some investigation. 

The experiences in recruitment of 
personnel for industrial jobs during 
World War II are still fresh in 
our minds. The ingenuity of many 
persons was taxed in order to pro- 
cure personnel. A “source of sup- 
ply” that had been long standing 
helped many a firm. The basic ques- 
tions which anyone must ask and 
answer in determining his source of 
recruitment are: 


1. DoI have the time to properly in- 
terview and investigate all appli- 
cants ? 

2. Do I have the facilities (and the 
knowledge) to properly screen the 
applicants ? 


It takes anywhere from forty-five 
minutes to several hours to inter- 
view an applicant and explore his 
possibilities—this diagnostic inter- 
view is important, as is the screen- 
ing process which reduces the 
chances of job failures. If manage- 
ment doesn’t have the time to spend 
in personally weeding out the appli- 


cants or in searching for the right 
applicant, it should be delegated t 
an expert whose principal activities 
are spent in searching for and find 
ing qualified personnel. 
specialized business 


This is a 
service much 
like public accounting, management 
consulting, public relations coun- 
seling and other fields of specializa- 
tion. 


The Screening Process 


The screening process is essen- 
tially a means of determining the 
qualifications of the applicant as re 
lated to either (1) the requirements 
of the specific job, or (2) the ex- 
pectations of the employer. Nos. | 
and 2 should be synonymous, but 
unfortunately they are not always 
so. There are occasions where the 
employer's expectations exceed the 
job’s requirements—such as _ the 
matter of education, for example. 
Categorically, some employers place 
the minimum educational level at a 
bachelor’s degree, whereas many of- 
fice jobs are best staffed by high 
school graduates. To screen an em- 
ployee means to determine his quali- 
fications, characteristics and_attri- 
butes and to compare them with those 
required for satisfactory perform- 
ance on the job—rejecting those 


necessary specifications. 

The moral to this recitation as re- 
gards employee qualifications vs. job 
requirements can be humorously 
pointed out by the old and favorite 
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story of the railroad employee whose 
job it was to “tap the axles of the 
trains before they were dispatched 
on their runs.” For twenty-five years 
through winter and summer, rain 
and sunshine this faithful employee 
followed the  instructions—before 
anv train left the station or yard, 
he would carefully tap each axle 
bearing with his hammer. One day 
someone asked him why he did this, 
and he replied, “because that’s my 
job.” “Yes, but what are you look- 
ing for? Why do you tap the axles 
with a hammer? What do you ex- 
pect to find?,’”” asked his interro- 
gator. “Damned if I know. They 
never told me that and I have al- 
ways been curious about that my- 


self.” 


Screening Devices 


To screen we must know what we 
are screening for. We must also 
know what to do about it when we 
find it. We must also be able to 
properly interpret and apply what 
we find. The most common screen- 
ing devices are: 
(1) The diagnostic interview. In 
the diagnostic interview the various 
questions are planned so as to en- 
courage the applicant to talk about 
his industrial experience, his edu- 
cation, his motivations, his view- 
points, and the personal aspects of 
his social and marital status. The 
diagnostic interview requires a min- 
imum of thirty minutes. It is the 
most common means of screening in 
use. 
(2) Aptitude testing. Less used, 
but increasing in popularity as a 
means Of exploring the aptitude of 
an applicant for a specific type of 
work, is the testing technique. In 
this screening process, standardized 
tests are used for measuring the 
various facets of temperament, the 
degree of mental versatility, the level 
ot general intelligence, the extent 
of practical judgment, the amount 
of acquired knowledge in a vocation, 
and the vocational preferences of an 
applicant. 
(3) Checking industrial, educational 
and personal references. \t is obvi- 
ous that these factors should be 
checked, The manner of checking 
(whether by writing, by personal call, 
hy telephone, personal letter, or form 
letter) will often affect the value of 
the results of such checking proc- 
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This desk pen has the fountain inthe base 
instead of the pen barrel. Pen instantly fills 
itself every time you return it to the socket. 
Pen always ready to write—writes 300 words 
or more without redipping. 


Ask your stationer for a demonstration 
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THE ESTERBROOK PEN COMPANY, CAMDEN 1, NEW JERSEY 
The Esterbrook Pen Company of Canada, Lid., 
92 Fleet St., East; Toronto, Ontario. 
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popular point styles shown. 


TO SELECT OR REPLACE 
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Around the Office—Continued 


esses. Regardless of the value at- 
tributed to the verification of ref- 
erences, it is recommended that they 
be checked. 

Much is heard these days about 
“indoctrination.” We took the time 
to look up the meaning of the word. 
Webster’s Dictionary reports its 
meaning as the process of imbuing 
with learning, principles or doc- 
trines. A doctrine is the belief or 
dogma of any ..... party. What we 
are getting at is that industry would 
be well advised to drop the use of 
the word “indoctrinate” in respect 
to its efforts to train and introduce 
the new worker. We associate a 
meaning to the word “indoctrinate” 
that implies a mental preparation 
for the acceptance of a doctrine. 
Psychologists are often used to “pre- 
pare a person” for the acceptance of 
a set of principles, etc. In industry, 
indoctrination is nothing more than 
training and explanation. That being 
so, let’s not make the mistake of con- 
fusing the meaning—let’s call it in- 
troduction. 

Introducing a new employee to 
his job, his new associates and the 
work is important. Remember the 
“good old days” (?) when an em- 
ployee was given a desk, a chair, a 
supervisor and an assignment and 
from then on it was “sink or swim.” 
We have gone a long way in the 
right direction to correct the mis- 
taken idea that the law of the jungle 
is also the law of industrial rela- 
tions—the survival of the fittest. 

Introduction today means to (1) 
explain the work; (2) explain the 
rules and regulations; (3) explain 
the benefits provided by the com- 


pany ; (4) introduce the new worker . 


to his supervisor and associates ; (5) 
explain what is expected of him ; and 
finally, (6) explain what he may ex- 
pect, Training is facilitated by the 
use of operating and procedure man- 
uals, and by providing an employees’ 
manual that explains the benefits, 
advantages and obligations of em- 
ployment with the specific company 
in question. 

There is always the tendency to 
“lecture” and “admonish” in arti- 
cles such as this. Try as we will to 
keep the presentation on a general 
plane of information and suggestion, 
we cannot resist the temptation to 
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point out that many persons in man- 
agement fail to utilize the employ- 
ment interview and the introduc- 
tion procedure as a means of selling 
the idea that dependability (in re- 
spect to punctuality, attendance, and 
work production) is a desirable qual- 
ity that pays off in the end. Why do 
we complicate business procedures 
by a lot of hocus-pocus when a 
straightforward simple statement 
and explanation at the time of em- 
ployment will do wonders in de- 
finitizing the new employees’ view- 
points? In order to intelligently 
execute, one must first understand. 


Doctrine of Example 


We have always been a very 
vocal exponent of the “doctrine of 
example.” By this we mean that 
employees invariably reflect the at- 
titude of management in regards 
to economies of operation, attention 
to business details and dependabil- 
ity of conduct. Actions of manage- 
ment speak louder than the words 
of management. These actions arise 
in many areas—for example, we 
had occasion to talk to an employee 
of a large company in an effort to 
try to find out “why the employee 
had merited management’s disfavor 
and criticism.” The employee’s re- 
ply to our interrogation ran some- 
thing like this—“Why should I beat 
my brains out when they (manage- 
ment) don’t seem to care. I’ve made 
several suggestions for saving cleri- 
cal expense, and I can’t even get 
them to sit down and hear me out. 
They’re always ‘out’ whenever I 
have something to discuss—bla— 
bla—bla.” Management has the dif- 
ficult task of seeing that the super- 
visors properly represent them in 
the day-to-day contacts with em- 
ployees. Someone must evidence an 
interest in and direction over the 
employee relations aspect of work 
production. 

Last in the over-all employment 
procedure is the follow-up interview. 
In small offices this interview is con- 
ducted by the owner-manager. In 
large offices which are departmental- 
ized, the follow-up interview is con- 
ducted by the employment and office 
manager or personnel director. The 
immediate supervisor should not 
conduct this interview because the 
new worker will not ordinarily speak 





as freely “to his boss” as he will to 
another interested but dissociated 
manager. 


In sales management there is a 
saying that the sale doesn’t end un- 
til the customer is satisfied. The 
sale follows the product or service 
to the customer. Employment as 
an activity and responsibility of 
management does not end with se- 
lection—it follows on through until 
the new worker is properly adjusted 
to his work and his supervisor’s sat- 
isfaction. 


Some large companies have for- 
malized this follow-up procedure by 
the establishment of a counseling 
service. All employees can talk with 
the counselor any time they choose; 
however, new employees are invited 
for a counseling interview one month 
after employment and _ periodically 
thereafter until the counselor is sure 
that there are no resentments, un- 
answered questions or unsolved 
problems. No two companies are 
alike. No two offices have the same 
standards. There is always the pos- 
sibility of personality clashes, and 
work misunderstandings. Why then, 
should there be such hesitancy in 
adopting the procedure of helping 
the new employee adjust to his new 
environment. 


Trained business psychologists 
know that many office employees are 
dissatisfied with their business situa- 
tions. They (the psychologists) also 
know that most employee failures 
could have been prevented at the 
employment office. In our opinion, 
even recognizing our obvious prej- 
udice for sound employment pro- 
cedures, “employment” is the most 
important responsibility of manage- 
ment. Inefficiencies spring from the 
inabilities of employees to meet the 
job’s requirements as regards their 
mental, emotional and physical qual- 
ifications. That is a back-handed 
way of saying that if the employee 
is emotionally, mentally and physi- 
cally qualified to do the work; has 
an irfterest in the job; has sound 
supervision; and has good tools— 
then efficiency takes care of itself. 
In the final analysis, employment is 
the field of specialization in which 
one finds, screens and selects the 
proper person for each job so that 
no controllable obstacles are placed 
in the path of management. 
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Does it make sense to save | cent 
a day on office typewriters? 


That’s all you save when you trade in at 10 years instead of 5, but 
consider these advantages of owning slick new Royal Standards! 


I your office typewriters are 5 years old, why 
save 1 cent a day by keeping them 10 years, 
when you can gain so many advantages by trading 
in at 5? 

Why not spend that 1 cent a day and get a return 
in boosted morale and better employe relations 
worth many times that amount? 


New, really modern Royal Standards will pro- 
duce more work faster. Your secretaries will in- 
crease their typing speed on clean, new, ahead- 
of-the-times Royal Standards. You’ll have fewer 
service calls. And you'll get better-looking letters 
and memos, indicative of the pride you have in 
your own company. 


The new Royal Standard has many exclusive 
advanced features found on no other office machine 
today. In addition, it has all the famous improve- 
ments that have made Royal a 214-to-1 favorite 
among people who type. 


Your local Royal Representative will be glad to 
bring a new Royal Standard to your office and 
show you how the finest, most rugged typewriter 
ever built performs. 

He will also give you the detailed arithmetic on 
why you save only 1 cent a day by keeping your 
office machines 10 years instead of 5. Royal 
Typewriter Company, Inc., 2 Park Avenue, New 
York 16, New York. 


( He’s listed in the 


CALL YOUR ROYAL REPRESENTATIVE ) Classified 


For April, 1953 


Telephone Directory 
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STORAGE CABINETS 


Anew line of storage cabinets, designed 

by the Borroughs Manufacturing Com- 
pany, combines practicability with eye- 
appeal. The sliding shelves are adjustable 
without bolting and the sliding doors are 
removable in seconds without the use of 
tools. The cabinets are 38” wide and are 
available in four models; 42” high and 
either 12” or 18” deep and 78” high either 
12” or 18” deep. 


NEW LINE OF EQUIPMENT 


| emeiimae Corporation has made ar- 
rangements to distribute and service in 
the United States the punched card ac- 
counting equipment manufactured by 
Powers-Samas Accounting Machines, Ltd. 
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of London, a_ subsidiary of Vickers, 
Limited. A complete line of machines is 
offered including the sorter illustrated as 
well as automatic key punches, automatic 
verifiers, reproducers, interpretors, inter- 
polators, tabulators and summary card 
punches. Equipment is available for a 
40-column capacity card 2” x 4 11/16” 
and for a still smailer 21 column capacity 
card measuring 2” x 234”. A tape-to-card 
punch has been devised for use where 
branches are located away from the central 
accounting office. Information, which may 
be a by-product of a typing operation, is 
transmitted by teletypewriter to the 
central office and there punched on cards 
from a tape. 





SWITCHMAT 


¥ re is an extended area electrical 
switch made in the form of a sheet or 
thin mat. Only 3/16” thick, it can be used 
on floors, platforms, stair treads, etc. 
without obstructing passage. A _pre-de- 
termined pressure ranging from a few 
ounces up closes the circuit and the re- 
lease of the pressure instantly opens it. 
The mat can be used to actuate an auto- 
matic door opener, an entry alarm or any 
of a number of types of signals. It is 
made by The Recora Company in any 
size or shape from 2” x 2” up to 36” x 
144”, 








NOVEL PEN SET 


gees Abbeon Supply Company has de- 
signed a novel desk pen set which is 
suitable either for use on an insurance 
man’s own desk or as a gift to his pre- 
ferred clients. The set features a three 
inch long replica of the dinosaurs which 
roamed the earth in pre-historic days. 
On it the largest carnivorous land animal 
that ever existed is reduced to a fascinat- 
ing conversation piece. The authentic 
scale model is of solid metal with a royal 
bronze finish mounted on a heavy metal 
bronze finished base along with a fine 
quality fountain pen. 


NO NEED TO USE MOTOR san 





LIVE KEYBOARD 


seas add and print automatically as 
they are entered on the keyboard of this 
new adding machine, developed by the 
National Cash Register Company. This 
eliminates the second step of the cycle, 
(1) set up the amount and (2) depress the 
motor bar. To add $100.00, all you do is 
touch the “1” key in the hundreds column 
—and the figure instantly adds and 
prints. Every key is its own motor bar. 
To enter a number such as $1,235.00, you 
enter the 1-2-3 in the normal manner and 
then simply depress the last figure (in 
this case “S”) all the way—at once the 
full amount is added and printed. Thus 
it is claimed up to 50% of all hand motion 
is eliminated. 
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HEN our departments were 

small each supervisor knew 
what production to expect from each 
of his employees. But after World 
War II we soon realized that our 
supervisors needed more than their 
past experience to guide them in 
estimating the time required for each 
operation performed. They also 
needed more complete production 
records in order to manage their 
departments. Another problem lay 
in our use of the budget. The sala- 
ries of our clerical’ employees con- 
stituted the largest single item of our 
office expense. Our salary budgets 
been based on an estimate of 
the number of people required in 
each department for the coming 
year, converted into dollars. We felt 
that depressing the dollars spent on 
salaries in the budget was a poor 
way of controlling salary expense. 
To an individual employee the ef- 
fect of a constant pressure of econ- 
omy, practiced on salaries, is that 
the company is holding his salary 
down. This certainly lowers morale. 


have 


Since we had no formal planning 
department in our company, it was 
necessary to draw upon our admin- 
istrative departments for the man- 
power required to set up a work 
measurement system. The em- 
ployees we selected had a detailed 
knowledge of the work which was 
heing performed and in addition 
were well acquainted with the ac- 
tual employees whose work was to 
be timed. Our employees actually 
timed themselves as each recorded 
the number of pieces on her time 
sheet together with the starting and 
ending time which was required to 
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WORK MEASUREMENT 


JOHN C. MORRIS 
Secretary, State Farm Life 
Insurance Company 


accomplish her work on this basis. 
A staff assistant would divide the 
number of pieces into the total 
elapsed time and determine the unit 
value for each operation performed. 

The staff assistant had been care- 
ful to explain to the employee the 
reason for the time study. He had 
emphasized the fact that it was im- 
portant that during the recording of 
time she work at her regular rate. 
The fact that she might be working 
more slowly than some other em- 
ployee was not to her discredit. It 
was our hope to establish unit time 
values that would best describe an 
average employee of our company 
doing a normal day’s work. 


Duty Card 


We might ask this employee to 
time her work over a period of sev- 
eral weeks. During that period the 
staff assistant would take many sam- 
ples of the time values. When the 
values obtained seemed consistent, 
the employee was notified that she 
could stop timing her work. We 
then selected the median of all the 
time values that had been computed 
and listed this on what we call the 
Duty Card. The use of the median 
eliminated most of the effect of im- 
proper timing and unusual volume. 
I considered this to be a statistical 
approach to work measurement. 
Our next job was to record the num- 
ber of times that each of our oper- 
ations were performed during each 


sometimes 


month. It was found 
necessary to ask the employees 
themselves to record certain produc- 
tion counts. 

By multiplying the production 
count for a month by the operational 
time value, accumulating this for all 
of the operations of the section or 
department, and converting the total 
into hours, we are ready to arrive 
at the work load for the month. This 
we call theoretical hours—theoreti- 
cal because it gives us only an esti- 
mate of the amount of work that 
has been performed. We compare 
these theoretical hours with the 
clerical hours which have been 
worked by all employees and thereby 
obtain a performance rate. We con- 
verted this performance rate into a 
performance index by dividing by a 
base rate, which is different for each 
of our administrative departments. 
In this way we obtain an index 
which is unlike any other depart- 
mental performance index in the 
company. Using these performance 
indices as a guide, the supervisor, 
meeting with his group administra- 
tor is asked to set a goal for 
himself by evaluating what good per- 
formance would be for his depart- 
ment. He effectively creates his own 
optimum index which in his mind 
represents the performance of his 
department during the period in 
which he most effectively uses his 
personnel. It is then the comparison 
between the performance index and 
the optimum index which our super- 
visors and group administrators use 
to evaluate their monthly perform- 
ance, 

(Continued on the next page) 


BOOKLETS 


P123—How to Talk Yourself Out of 
Time-Taking Work 


Wouldn't you like to have time to do all 
the work you presently do, yet have a little 
more spare time for considered thinking 
about business problems or for needed re- 
laxation. Although this pamphlet presents, 
primarily, the case for one particular make 
of dictating equipment, it simultaneously 
suggests time-saving uses of the equipment 
of any manufacturer. Any one of the number 
of ideas presented may prove to give you 
just that extra amount of time referred to 
at the beginning of this item. 


P124—Selecting Office Workers 


In modern business organizations the per- 
sonnel function has grown in importance 
until it now, deservedly, commands con- 
siderable respect. It embraces not only the 
function of employing personnel but that 
of promoting harmonious relations and im- 
proved productivity among workers. This 
booklet discusses the seven elements in the 
selection of employees; recruiting, screen- 
ing, testing, interviewing, selection and 
placement, orientation and the follow-up. 


P125—What the Business Man Should 
Know About Fire Insurance 


This is a one-hundred page hard cover book 
which will have universal appeal. It presents 
facts which are important to the life insur- 
ance man as well as any other business man. 
The comprehensive contents include such 
items as the standard form, rates, hazards, 
coinsurance, adjusting a fire loss, valuation 
and depreciation. Many troubles and losses 
arising from a misinterpretation of the in- 
surance contract may be avoided by this 
book which extends the viewpoint of the 
reader beyond the purchase of insurance. 
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We have found that there are 
many valuable by-products of our 
work measurement system. It is our 
opinion that you must have work 
measurement before you can have 
effective work simplification. It 
must be a tool to help the supervisor 
to devise better methods. The anal- 
ysis of operations made by the 


‘supervisor for the Duty Card must 


result in better planning for de- 
partmental methods. The aid of the 
staff assistant in helping the em- 
ployees time the operations is all the 
more valuable since the responsi- 
bility still remains with the super- 
visor to improve his own methods. 

I mentioned that a budget based 
only on dollars and cents is not too 
effective in controlling salary ex- 
pense. For that reason we have 
placed the emphasis in our budget 
upon the number of theoretical 
hours, or the work load, which each 
department expects to accomplish in 
the coming year. We ask that our 
supervisors use this estimate of 
theoretical hours in determining 
their salary budget. For example, 
by dividing total salary expense for 
1951 by the total number of theoreti- 
cal hours, a supervisor can obtain 
a dollar value for each hour of work 
performed. Then, by multiplying 
this value by the estimated theoreti- 
cal hours for 1952 the net result is 
our salary budget. 


— the American Management Association 
News. 


QUALITIES FOR SUCCESS 


FS seg is no less a woman be- 
cause she has brains, initiative, 
imagination and a sense of humor. 
These are qualities that have always 
made her valuable whether she was 
saving a throne for the Dauphin 
of France, isolating radium or 
building a successful business, com- 
ments Miss N. Myra Glazier, presi- 
dent of the Sheppard Envelope Com- 
pany, Worcester, Massachusetts. 

Ambitious career girls are forever 
asking Miss Glazier how she gal- 
loped up the ladder of success. In 
reply she hands out this advice for 
the 20th-century business-woman if 
she hopes to get to the top. 

“She’s got to have plenty of en- 
ergy,” says Myra firmly. “That 
doesn’t mean nagging. Women nag 


too much—in the office as well as 
in the home. You don’t sweep up 
to the boss with ‘Oh, Mr. Duffy, 
have you finished those papers yet? 
I left them on your desk over two 
hours ago!’ 


“We're weak on emotional stabil- 
ity. The trouble with most women 
in business is that they jump around 
too much. They have six or seven 
things cooking and none of them 
get done. All is confusion. We've 
got to cultivate orderly minds, do 
one thing at a time, quietly and effi- 
ciently.” 

Intuition is the third command- 
ment on Miss Glazier’s list, and she’s 
leaned on it plenty in her thirty-odd 
years in business. “It’s a sort of 
sixth sense women possess and men 
swear by. You often hear them say, 
‘T’ll talk it over with my wife first 
and then decide.’ They respect 
hunches. I’ve depended on intuition 
all my life and it’s done right well 
by me.” 

Although no sheepskin girl her- 
self, Miss Glazier lists education 
among her ten commandments. 
“You can’t get far without it today,” 
she commented. “I belonged to a 
tradition which produced Horatio 
Alger boys and girls. You need a 
college degree along with the other 
basics now.” 

The career girl who hopes to reach 
the heights should have stick-to-it- 
iveness. She must also have aptness 
for detail. “We're good on that 
end,” Myra admitted. “Men dis- 
like detail and it comes quite nat- 
urally to us. A throwback to our 
natural housekeeping ability, no 
doubt.” 


No matter how much it hurts, be 
impersonal, Miss Glazier implores. 
“And be tolerant, too. We have a 
lot to learn from men. When a 
group of men reach a stalemate in 
a conference and it comes time to go 
out to lunch, they forget their prob- 
lems and walk out arm in arm. A 
woman will haggle over the issue 
all through lunch. She can’t forget 
it. 

“We need to be more generous. 
T don’t mean with money, but with 
the compliment on a new dress, the 
offer to share a book, the cup of 
tea with a co-worker. And last of 
all, a girl must have some knowl- 
edge of psychology and biology.” 
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Aetna Life Affiliated Cos.: Recently ap- 
pointed officers of the Aetna Life Insur- 
ance Co. are: Palmer L. Dickinson—as- 
sistant secretary; Donald E. Hanson—di 
rector of agencies; Arwood Henderson, 
Edwin H. Snow and Roe A. Maier- 

superintendents of agencies; Robert G. 
Espie, John F. Heckman Jr. and William 
K. White—associate actuaries; George L. 
Hogeman, Elijah H. Norton Jr. and 
William C. Prouty—assistant actuaries; 
C. Preston Donaldson and 8S. Daniel 
Juliani—assistant secretaries, group divi- 
sion; and Dr. Fred B. Agee Jr.—assistant 
medical director. 

Rayford B. Hills and Robert W. Max- 
well have entered into a_ partnership 
known as Hills & Maxwell, general agents 
at Dallas and Fort Worth, Texas for the 
Aetna Life Insurance Co. 

Appointees of the Baltimore agency of 
James P. Graham & Co. are: James P. 
Graham, Ill, CLU—associate general 
agent; Robert C. Rice—assistant general 
agent; and William S. Graham—super 
visor. 


xk * 


American United Life: Managers recently 
appointed are: Dan Farber (Miami, Fla.); 
frnold Renkoff (Miami Beach); Ralph EF. 
Johnston (Peoria, Ill.); Kaler FE. Bole 
(Indianapolis, Ind.); Frank E. Sullivan 
(South Bend, Ind.); and Charles M. Fitz 
simons (Los Angeles, Calif.). 

Eugene Busche, formerly an agent at 
Lafayette, Ind., has been appointed agency 
assistant at the home office. 


x* 


Bankers Life of lowa: At the home office, 
William G. Schneider has been promoted 
to group underwriting secretary and _ is 
succeeded as assistant group actuary by 
Harry C, Eyre, formerly a group depart 
ment supervisor; and C. L. Trowbridge 
promoted from assistant actuary to asso 
ciate group actuary. 


x et 


Beneficial Life: Recent home office pro- 
motions are: assistant secretary George 
I. Cannon, CLU; superintendent of agents 

Martin L. Robinette; and attorney— 
Conway A. Ashton. 

William B. Hawkins has been appointed 
general agent for eastern Colorado, with 
headquarters in the U. §. National Bank 
Building, Denver. Mr. Hawkins succeeds 
Clem P. Hilton, resigned. 


eS = @ 
Berkshire Life: Dr. Frederick R. Congdon 


has been promoted from associate medical 
director to medical director; and Roy G. 
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Velson from associate general agent to 
general agent for the Raymond F. Thorne 
Agency and assigned to Mineola, Long 
Island, N. Y. 

ilvin L. Martinson, formerly of the 
Central Life of Iowa, has been appointed 
general agent at Minneapolis, Minn. 


x «et 


Business Men's Assurance: Horace L. 
Middleton, formerly district supervisor at 
Dyersburg, Tenn. and Larry F. Finnell, 
formerly at Joplin, Mo., have been ap- 
pointed district managers at Jacksonville 
and Miami, Fla., respectively. 


x * * 


Connecticut General: Recent promotions 
are: Second vice presidents—Morgan H. 
Ilvord (group pension), Paul E. Britt 
(group sales), Richard T. Sexton (life 
underwriting) and George W. Young (re- 
insurance); secretary—jJames C. Parr (se- 
curities); assistant secretaries—Albert D. 
Bosson and Douglas B. Hunter (group 
pension); and assistant actuaries—William 
W. Keffer and F. Russell Schneider. 


x «er 


Continental Assurance: Jo/in T. Grant 
has been promoted from California super- 
intendent of agents to Pacific Coast super- 
intendent of agencies in charge of all terri- 
tory west of the Rocky Mountains. 


= 2 @ 


Durham Life: ©. H. Andrews has been 
promoted from assistant secretary to as- 
sistant vice president; and W. Hugh 
Campbell and David L. Cozart Jr. from 
managers of the tabulating and mortgage 
loan departments, respectively, to assistant 
secretaries. 


x *k * 


Equitable of lowa: B. D. Hughes Jr. has 
been appointed general agent for Mem- 
phis and west Tennessee. 


x k * 


General American Life: Maurice Levine, 
formerly of the Pacific Mutual Life, has 
been appointed general agent for the 
newly established Los Angeles agency at 
1427 West Pico Boulevard. 


x «we 


Great-West Life: Roberi H. Jones and 
Edward H. Craig have been appointed 
supervisors at Detroit, Mich. and Spokane, 
Wash., respectively. 


Guarantee Mutual Life: General agents 
recently appointed are: John R. Beville 
(Amarillo, Texas), succeeding the late 
J. W. Timmons; Martin D. Schwegel 
(Gary, Ind.); Henry K. Parnes (St. Paul, 
Minn.); Robert J. Rotthaus (Greeley, 
Colo.); and Mitchell C. Brantley (Okla- 
homa City, Okla.). 


x * * 


Guardian Life: Arthur A. Hoepner has 
joined this company as manager at Daven- 
port, Iowa; and Earl W. Cryer appointed 
field training supervisor. 


= + * 


John Hancock Mutual: The partnership 
of Harold G. Sau! and Edwin R. Joos, 
general agents at Los Angeles, has been 
dissolved; Mr. Saul has retired, and Mr. 
Joos has been named to head the new 
San Diego agency at 1766 Fifth Ave. 
Former business of this dissolved agency 
will be absorbed by general agents Charles 
L. J. Fee of 530 West Sixth St., and Ray 
J. Havert, CLU, of the new agency at 510 
West Sixth St. 


x *k 


Holefca & Associates: P. G. Hinchey, 
formerly production manager of the 
Standard Accident Insurance Co., has been 
appointed vice president of this Detroit 
firm (recently relocated in the Guardian 
Building) of consultants, negotiators and 
administrators of employee benefit plans. 


x * * 


Life & Casualty of Tennessee: Il. F. 
Boggs, formerly a superintendent at Para 
gould, Ark., has been promoted to man- 
ager of the Memphis #1, Tenn. district, 
succeeding E. E. Herrington, appointed 
manager of the Washington #2, D. C. 
district. 


x * * 


Life of Georgia: !V. Edward Leland, for- 
merly of the Commonwealth Life. has 
been appointed manager of the mortgage 
loan department, succeeding the late 
W. L. Jenkins. 


x * * 


Lincoln Income Life: At the home office, 
George K. Seitz, formerly manager of 
procedures, has been promoted to comp- 
troller; and John T. Acree, III, named 
purchasing agent and personnel super- 
visor. 


(Continued on the next page) 
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Lincoln National: Recent promotions are: 
Second vice presidents—Jack E. Rawles, 
CLU and Robert C. Kneil; assistant secre- 
taries—William T. Kerr, CLU, Robert E. 
Rumple and Henry F. Scheig; associate 
general counsels—Gordon C. Reeves and 
Allen C. Steere; regional group manager, 
eastern Pennsylvania—C. W. Richardson; 
and assistant actuary—William E. Lewis. 

Fred W. Spears has been appointed gen- 
eral agent at Fresno, Calif., succeeding 
Nat S. Vial, CLU, resigned. 


xk * 


MacDonald & Co., D. K.: Alfred Berman, 
New York actuary and insurance specialist, 
has been named manager of the newly 
organized life and pension trust depart- 
ment of this insurance brokerage firm. 


xkk 


Manhattan Life: Arthur L. Gillis, for- 
merly of the Occidental of California, has 
been appointed brokerage manager of the 
Kelley-Baum Agency at Detroit. 


= & x 


Massachusetts Mutual: George P. Jack- 
son Jr. and George S. Smart have been 
appointed assistant investment secretaries, 
and Nathan §. Garrison named manager 
of the investment records department. 


xe 


Missouri Insurance: Robert K. Zelle, edu- 
cational director, has been elected as- 
sistant vice president. 


= 2 ® 


Mutual of New York: Ronald B. Durning, 
formerly assistant manager at New Or- 
leans, has been promoted to training as- 
sistant at the home office. 


x*wk 


Mutual Trust Life: Stuart D. Hecox has 
been promoted from Detroit general agent 
to educational director at the home office, 
succeeding St B. Merchant named re- 
gional manager for California. 

John A. Dotson, formerly assistant gen- 
eral agent, American National, and Albert 
E. Culhane, CLU, formerly district agent, 
Northwestern Mutual, have been ap- 
pointed managers at Oakland and the 
new Stockton, Calif. office, respectively. 





VUE 


a 
[" 
ly 


CRIPPLED CHILDREN 











National Life of Vermont: Jack O. Tom- 
linson, a Birmingham underwriter, has 
been appointed general agent for Ala- 
bama and Escambia County, Fla.; and 
Donald R. Campbell, formerly of the Ohio 
National Life, and J. Paul McCann named 
general agents at San Diego and northern 
California, respectively. 


xk * 


New England Mutual: David Hall, as- 
sistant secretary, has been appointed di- 
rector of home office training. 


x*e* 


New World Life: Francis T. Blanchette 
and R. Lee Smith have been promoted 
from office manager and actuarial depart- 
ment manager, respectively, to assistant 
secretaries. 


xk * 


New York Life: Thomas Irvine, formerly 
of the Agency Management Association, 
has joined the agency research division as 
executive assistant. 

Robert P. Allen and William G. Wil- 
liams, formerly home office representatives, 
have been appointed district group super- 
visors at Dallas, Texas and Cincinnati, 
Ohio, respectively. Mr. Allen succeeds 
John R. Maddock, transferred to Chicago 
as group annuity supervisor. 

James P. Moloney has been promoted 
from home office representative to assistant 
district group supervisor of the New York 
City group office. 








tion will be held in confidence. 








ACTUARIAL ASSISTANT 


An excellent opportunity with a progressive life insurance company 
in Baltimore, for a young man who has completed at least two actu- 
arial examinations and has had some experience in actuarial work. 
Write stating full details of experience, training and personal data, 
sending photograph if available, and salary expected. All informa- 


Address Box L-72 


ALFRED M. BEST COMPANY, Inc. 
75 Fulton Street, 
New York 38, New York. 














Northwestern Mutual: Howard F. Hoene, 
formerly of the Duluth, Minn. agency, has 
been appointed general agent at Billings, 
Mont., succeeding Arthur W. Miller, trans- 
ferred to Oklahoma City, Okla. 


xk * 


Occidental of California: Recent group 
division promotions are: Assistant super- 
intendent for eastern and southern states 
—Lawson duCles (New Orleans, La.): as- 
sistant regional supervisor—Joseph Sliv. 
inski (Harvey, Ill.); and Chicago service 
manager—William L. Meyers. 

Clifford S. Benes, formerly of the John 
Hancock Mutual, and John H. Marvin 
have been appointed managers at Cleve- 
land and Philadelphia, respectively. Mr. 
Marvin, who is replaced as_ brokerage 
manager by William B. Kirk, succeeds 
Vernon L. Phillips, transferred upon te- 
quest to Miami, Fla. as brokerage man- 
ager. 

Davis F. McAdoo, formerly of the Fred 
S. James & Co. agency, and John J. Beat 
man have been appointed assistant man 
ager and assistant brokerage manager, 
respectively, at Chicago. 


x*** 


Pacific Mutual: William O. Hancock has 
been appointed manager of the Seattle, 
Wash. mortgage loan office; and Joseph B 
Flammang, CLU, formerly agency train- 
ing supervisor at the home office, named 
to head the newly established San Fer- 
nando Valley, Calif. agency. 


xk 


Penn Mutual: Recent home office promo- 
tions are: Vice president—-Floyd T. Starr; 
assistant secretary—William W. Bodine 
Jr.; director of new organization—Fred- 
erick Wright, CLU; and assistant director 
of new organization—Edmund M. Ran- 
dolph. 


xk 


Philadelphia Life: Philip H. Bentz. for- 
merly agency assistant, has been elected 
agency secretary. 


x &  ® 


Postal Life: Retaining present titles indi- 
cated in parentheses, the following have 
been appointed at the home office: Office 
manager—Saul Rosenthal (actuary); as- 
sistant office manager—Howard Watne 
(assistant secretary); and underwriting 
executive—Henry Way-Silvers (underwrit- 
ing secretary). 

Bernard J. Perlman and Louis Epstein 
have been appointed brokerage manager 
and district manager, respectively, for the 
Harold DeMian Agency at Brooklyn, N. Y. 


x & 


Prudential: Managers recently appointed 
are:,Paul F. Fagan at the Fairlawn office, 
Akron, Ohio, succeeding James H. Bren- 
nan, CLU, transferred to Brook Park, 
Cleveland; and Robert M. Wickham at 
Patchogue, N. Y. 


xk 


Sun Life of America: Arnold Rothschild, 
supervisor of agencies, has been elected 
an assistant secretary, and Stanford Z. 
Rothschild Jr., manager of the securities 
department, elected assistant treasurer. 
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Travelers: Joseph Wadsworth, law de- 
partment attorney, has been appointed 
assistant secretary of the Travelers Insur- 
ance Co. 

Dr. John C. Robinson has been ap- 
pointed assistant medical director. 

In the life, accident and group lines— 
appointed are: Manager—George P. 
Hinckley (Rochester), succeeding George 
H. Shackelford, transferred to Houston; 
group supervisors—Tom F. Hammond 
and John J. Meaney (New York City), 
Edward A. Lamphier Jr. (Boston), George 
E. Grant (Detroit), Russell J. Etzel (Grand 
Rapids), Donald F. Douglas (Chicago), 
Arvid B. Gose (Peoria), Robert J. Walsh 
(Des Moines), and Arch E. Paterson (Dal- 
las); field supervisors—Donald P. Mackin 
(Washington, D. C.), Edward J. Keller 
(Jacksonville, Fla.), Richard S. Lawson 
(Toledo), and Fred W. Ruegg Jr. and 
Lawrence C. Manchester (St. Louis); 
agency service representatives—Ronald L. 
Funk (Minneapolis), and Alfred L. Stoll 
(Boston). Transferred are: assistant dis- 
trict group supervisor William W. Town- 
send, Richmond to Reading, Pa.; group 
supervisors—William F. Rowe Jr., Balti- 
more to Richmond, John L. Byrnes Jr., 
Grand Rapids to Erie, Pa., and Dick R. 
Phinney, Kansas City to Denver; assistant 
manager David W. Erwin, Lubbock to 
Dallas, Texas; and field supervisor W. E. 
Franklin, Dallas to Lubbock. 

The New York City headquarters of 
group supervisor Howard W. Reckhow 
have been relocated at Newark, N. J. 


x= 2 2 


United Benefit Life: Fred T. Van Urk 
has been appointed manager of the 
Philadelphia agency, succeeding the late 
D. Stewart Walker. 


xe 


United States Life: William H. Day, for- 
merly manager, home office district agents, 
has been appointed life manager of the 
M. M. Sloan Agency; and Bob Winn & 
Associates named general agents at Kala- 
mazoo, Mich. 


ASSOCIATION 
NOTES 


American College of Life Underwriters: 
Robert B. Wallingford has been appointed 
assistant to the Dean, primarily assigned 
to promotion & public relations. 


x kk 


Chicago Accident and Health Ass'n: 
Officers recently elected are: President— 
Earl W. Montgomery (Moore, Case, 
Lyman & Hubbard); vice presidents— 
Frank V. McCullough (Continental Cas- 
ualty), Ralph Garrity (Hartford Accident 
< Indemnity); and Robert E. Keele 
Monarch Life); treasurer—Roy W. Hol- 
land (Loyalty Group); secretary—Marie 
Meade (Health & Accident Underwriters 
Conference); and president, women’s di- 
vision—Veronica M. Cardott (Provident 
Life & Accident). 


xzkxxk 
Graduate ‘Society of the Institutes of 
Insurance Marketing: Recently activated 


to serve campus courses at Purdue Uni- 
versity and Southern Methodist, gradua- 
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Primary Markets 
for Insurance Stocks 


The First Boston Corporation has been a major factor in 
maintaining primary markets in insurance company stocks 
for more than 22 years. Our 7 offices inter-connected by 
private wires assure you of quick, accurate, up-to-the- 
minute bid and ask quotations from source markets 


Participation in the financing of a number of insurance 
companies complements our long trading experience and 
increases our ability to evaluate the investment merits of 
leading companies. From time to time, we issue special 
information bulletins on individual companies. 

Investors in insurance company stocks are invited to 
communicate with our nearest office. 
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tion from either of which is a prerequisite 
for membership, this organization has 
elected the following officers: President— 
Fred G. Kimball, CLU (New York Life); 
vice presidents—Grady H. Forgy Jr. (John 
Hancock Mutual) and Austin D. Rinne 
(Northwestern Mutual); secretary—Tec- 
wyn O. Williams (Norwich, N. Y.); and 
treasurer—Elwood N. Chambers (Lexing- 
ton, Ky.). 


xx* tk 


Health & Accident Undrs. Conference: 
The American Casualty & Life, Dominion 
Life, Great Eastern Mutual, and Reliance 
Mutual have been elected to membership, 
the total of which is 190 companies. 

The executive offices have been re- 
located at 208 South LaSalle St., Chicago, 
Ill. 


x *k * 


Institute of Life Insurance: Bruce Fouché 
has been appointed press division director 
of radio and television. 


xR Ff 


Insurance Club of Dallas: Officers re- 
cently elected are: President—Barney 
Shields (agency manager, Great National 
Life); vice president—J. Frank Smith 


(Southland Life); secretary—Hobert Price 
(Strasburger, Price, Kelton, Miller & 
Martin); and treasurer—James F. Miazza 
(General Adjustment Bureau) re-elected. 


x*r 


Life Managers’ Ass'n of Greater N. Y.: 
Officers elected are: President—Thomas 
L. O’Hara (Metropolitan Life); vice presi- 
dent—Lambert M. Huppeler, CLU (New 
England Mutual); and secretary-treasurer 
—Joseph F. MacGrath Jr. 


xk 


Life Underwriters Training Council: 
Officers elected are: President—Chauncey 
D. Cowles Jr., CLU (Buffalo agent, North- 
western Mutual); vice president—Edmund 
L. G. Zalinski, CLU (assistant vice presi- 
dent, New York Life); secretary—Charles 
J. Zimmerman, CLU (re-elected); and 
treasurer—Maxwell L. Hoffman _ (re- 
elected). 


xk 


Mortgage Bankers Association: The 
Credito Hipotecario Nacional De Guate- 
mala, Guatemala City, has been admitted 
to membership, thus giving this organiza- 
tion 16 members outside the continental 
United States. 

















NATIONAL 
LIFE’S 


The operating results of a mutual life insurance company ade- 
quately can be appraised only as the company fulfills its obliga- 
tions. It is believed that application of this standard to National 
Life’s activities in 1952 will reveal another highly gratifying year 
of public service. 
Benefits paid to policyholders and beneficiaries aggregated 
$28,569,050. 
Dividends—As a result of reports of improved earnings to the 
October meeting of the Board of Directors, it was voted to increase 
the -Company’s dividend scale for 1953. In the statement, 
$8,150,000 has been set aside for 1953 dividends. 
Reserves established to ensure the Company’s ability to meet 
future obligations totaled $430,676,248 at the year-end, an increase 
of $24,060,620 over last year. All of these reserves were computed 
at an interest rate of 3% or less. 
New insurance sales in 1952 were the largest total amount in the 
Company’s history, aggregating $140,574,364, an increase of 
$11,235,138 over 1951. This record not only reflects confidence in 
the Company, but constitutes a high compliment to the ability 
and training of the Company’s field forces. 
Insurance in force at the year-end attained a new all-time high 
and totaled $1,310,876,920 and the Company’s assets for the first 
time exceeded one-half billion dollars. The Company also ex- 
perienced favorable mortality during 1952. 
Investment income totaled $17,797,443 or $1,217,998 more than 
in the preceding year. The Company earned on its investments 
3.47% before Federal income tax, and 3.25% after income tax, 
compared with 3.43% and 3.21% respectively in 1951. The earn- 
ing rate before Federal tax was the highest since 1943. The 
Federal income tax totaled $1,060,000 for 1952, and reflected an 
increase of $105,000. 
For the eleventh consecutive year no bond in the statement was 
in default. Dividends on preferred stocks all were current. All of 
the bonds in the statement are shown at amortized values while 
stocks are shown at market values in accordance with the require- 
ments of the National Association of Insurance Commissioners. 
Security valuation reserves at the year-end totaled $1,781,486, 
substantially above the minimum amount required by the National 
Association of Insurance Commissioners. 
Unassigned surplus—After making provision for all operating ex- 
penses, after the payment of all types of taxes, after providing for 
all claims, benefits, reserves and an increased dividend scale, it was 
possible to add $2,953,279 to the surplus, bringing it to $26,865,- 
221. Especially favorable results of the Company’s activities in 
1952 and continuing emphasis on improved operating efficiency 
made possible this substantial addition to surplus. 
DEANE C. DAVIS, President 
DIRECTORS 
Edward S. French—Chairman Lloyd D. Brace—President, 
of Board, Boston and Maine First National Bank of 
mes Boston 
Hall P. McCullough—Lawyer L. F. Whittemore—President, 
Ernest M. Hopkins—Chair- Brown Company 
man of the Board Deane C. Davis—President 
George H. V. Allen—Trustee, L. Douglas Meredith—Execu- 
Middlebury College tive Vice President and 
Ralph E. Flanders—United — Cumenistee om 
States Senator 


~ Goeffrey S. Smith—President, 
Lewis B. Williams—Chairman Girard Trust Corn Ex- 
of Board, National City 


change Bank, Philadelphia 
Bank of Cleveland 


John H. Patrick—Treasurer, 
John R. McLane—Lawyer Blodgett Supply Company 
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-103rd ANNUAL STATEMENT of FINANCIAL 


CONDITION — December 31, 1952 
ASSETS 








Cash on Hand and in banks ............ $ 5,180,869 
Bonds: 
J. S. Gov't—Direct or guaranteed ... 34,576,186 
State and Municipal—United States. 327,106 
a Re ee eee 67,768,940 
Dominion, Provincial, Municipal— 
RANE. pieces science cdaags vas sence 5,909,316 
Industrial and Miscellaneous ........ 20,279,107 
128,860,655 
Preferred Stocks at market quotations. . 11,139,898 
First Mortgage Loans: 
City 
Insured by Federal Housing Ad- 
OND. 0. te c<aman beeen 200,549,331 
Guaranteed in part by Veterans’ 
PE 0. So cactaeewen 57,926,015 
NPA dei cates cee ete cee ocaceess 52,120,751 
Ee ye) Hee ee we Napa y Meena 4,138,687 
314,734,784 
Second Mortgage Loans fully guaranteed 
by Veterans’ Administration ........ 7,744,978 
Real Estate at cost or less: 
Purchased for Investment ........... 14,436,883 
Under Contract of Sale ............. 118,170 
Home Office Building .............. l 
14,555,054 
Loans on Company’s Policies .......... 16,416,630 
Premiums Receivable ................ 8,133,936 
Accrued Interest and Rents ........... 2,748,879 
OS Reeser ae 2,585,451 
Trust Funds for taxes, ete. held for 
NG <s.5'snanhod ea nensmaseshbur 5,130,438 
Tota Apmittrep ASSETS ........ $517,231,572 
LIABILITIES 
Policy Reserves: 
MRD «5 See i. Swiss wie hai So us $308,365,956 
EN esi i a aa ea aaa aise 66,000,231 
Policy Benefits left for future income 
rT er re 56,310,061 
430,676,248 
Policy Claims in process, including pro- 
vision for claims unreported ........ 2,049,916 
Policyholders’ Deposits: 
Dividends left at interest ............ 19,928,066 
Future Premiums Discounted ....... 13,525,824 
33,453,890 
Provision for 1953 Dividends ......... 8,150,000 
Provision for Taxes payable in 1953 .... 1,868,953 
Agency and Investment Items in Process 946,928 
Pension Reserves—Employees and 
Agents Contributory Plans .......... 2,923,735 
i PARE... vcrskdscctesccauece 2,634,757 
Trust Funds for taxes, ete. held for 
NI, on ho cemeeuikinke oserew ele’ 5,130,438 
Security Valuation Reserve ........... 667,424 
WORE SLAMBATOS oo. ods dns ccckicee $488,502,289 


Surplus to Policyholders: 
Voluntary Security Valuation Reserve $ 1,114,062 


Reserve for Building Improvement . 750,000 
Unassigned Serpltis ....ccscsicacss 26 865,221 





PEE Sisasinoreashacavassueniante $ 28,729,283 
Tota. LiaBILities AND SURPLUS .. $517,231,572 


sonds carried at $260,113 in the above statement are 
deposited with four States as required by law, 











N ATION AL LIFE Insurance Company, Montpelier VERMONT 
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AMICABLE LIFE elected executive vice president. Actuary Ray D. 


Stock Dividend 


The stockholders of the Amicable Life Insurance 
Company, Waco, Texas at the annual meeting on March 
10, approved an increase in capital stock from $1,230,000 
to $1,640,000 by payment of a 334% stock dividend. 
One new share for each three held was issued to stock- 
holders of record March 10. 


BANKERS LIFE & CASUALTY 


Sterling Control Acquired 


About 40% of the 400,000 outstanding shares of 
Sterling Insurance Company, Chicago, Illinois, has 
been sold by Louis A. Breskin, founder and chief execu- 
tive officer, to John MacArthur, president of Bankers 
Life & Casualty Company, Chicago, Illinois. This 
initial acquisition gives Mr. MacArthur working control 
of the Sterling, but he plans ultimately to acquire 85% 
to 90% of the total shares, a reported investment of 
about $7,000,000. Rumors of this pending negotiation 
have been prevalent since the acquisition by the Bankers 
of all the outstanding life insurance business of Sterling 
effective December 31, 1952. 

Mr. MacArthur has announced that shares of the 
Sterling Insurance Company are being acquired as an 
investment and no merger of the two companies is con- 
templated. Both will continue as separate corporate 
entities from their respective headquarters in Chicago. 

Mr. Breskin has resigned as chairman and president 
of Sterling and a new board of directors will be elected 
at the annual stockholders’ meeting to be held in about 
two weeks, Following this meeting directors will select 
anew president. Mr. MacArthur has indicated that he 
will not be a director or officer of the Sterling. 


EQUITABLE SOCIETY 
Official Changes 


(Thomas I, Parkinson, president of the Equitable 
Life Assurance Society for the past 25 years, has been 


Murphy was elected to succeed him as president. 

The new president graduated from Harvard College 
1908 and became a Fellow of the Actuarial Society 
1912. He joined the Equitable Society as assistant 
actuary in 1913, was elected vice-president and actuary 
in 1936 and became executive vice-president and actuary 
in 1950. He has been a director of the company since 


1947, 


FRANKLIN LIFE 


Stock Dividend Indicated 


President Charles E. Becker of the Franklin Life 
Insurance Company, Springfield, Illinois, in his letter 
to stockholders dated February 19, stated that he would 
recommend to the company’s board of directors at an 
early date that a substantial stock dividend be declared 
and paid to stockholders. The amount has not yet been 
determined but Mr. Becker indicated that it would be 
at least equal to or in excess of the previous 50% stock 
dividend paid early in 1951. 


INDEPENDENCE LIFE & ACCIDENT 


Merger 


The Independence Life & Accident Insurance Com- 
pany, Louisville, Kentucky has absorbed by merger 
the Independence Insurance Company, also of Louisville, 
an associated company operating under the same man- 
agement. The effective date of the merger was January 


1, 1953. 


LIFE OF VIRGINIA 


New President 


Charles A. Taylor, executive vice president of the 
Life Insurance Company of Virginia since 1945, has 
been named president succeeding Robert E. Henley, 
who was named to the newly created position of chair- 
man of the investment committee. 





advanced to chairman of the board of directors and 
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LIFE INSURANCE 
IS NOT FOR EVERY MAN 








Not for the man of little faith in himself 
or the future; not for the man who does not 
want to protect his own or assure his peace 
of mind for the sunset years. 


Life Insurance IS for the man who has 
faith in himself and his future; the man who 
is important to himself as well as to others; 
the man who is determined to go places and 
do big things, protecting those he loves while 
he is accomplishing his goal. 


Nor is Life Underwriting for every man. 
If you have faith in yourself and have a 
burning desire to protect your own and see 
that others are protected, you will find Life 
Underwriting the answer. If you are that 
man, you will find it pays to be friendly with 


PEOPLES LIFE INSURANCE CO. 


“The Friendly Company" 
FRANKFORT a INDIANA 








Growing.... 


thru’ service to our 
policyo wnets 

















LIBERTY NATIONAL LIFE INSURANCE COMPANY 


BIRMINGHAM. ALA. 
ORGANIZED Im 1900 
Ceame 0 seurens rermeces 





LIFE OF VIRGINIA—Continued 


Mr. Taylor joined the company in 1918 in its actu. 
arial department. He was appointed assistant actuary 
in 1923, actuary in 1926, vice president in 1942 ang 
executive vice president in 1945. He is also a director 
of the company, the First and Merchants National Bank 
and Richmond Tuberculosis Association. 


A member of the Society of Actuaries and of the In- 
ternational Congress of Actuaries, Mr. Taylor is a past 
president of the Middle Atlantic Actuarial Association, 
He represented the American Institute of Actuaries 
as a member of the “Guertin Committee” and has au- 
thored several papers on actuarial subjects. 


LINCOLN MUTUAL 


Executive Changes 


Lewis E. Smith, president of Lincoln Mutual Life 
Insurance Company, Lincoln, Nebraska since 1942, 
was advanced to chairman of the board, and G. K. 
Baumgartner was elected president. 

Mr. Baumgartner, the new president, joined the com- 
pany in 1943 as assistant to the president. During his 
ten years’ association with the organization he has also 
served as vice-president and treasurer and has been a 
director since 1946. 


NEW WORLD LIFE 


Control Sought 


An offer for control of New World Life Insurance 
Company, Seattle, Washington has been made by the 
Farmers Insurance Group of Los Angeles which has 
agreed to pay $34 per share, contingent upon acceptance 
by 60,000 of the 113,450 outstanding shares by March 
31, 1953. The purchaser reserves the right to purchase 
more or less than the stipulated 60,000 shares. A de- 
posit of $2,000,000 to secure this offer has been made 
with the Seattle-First National Bank. 


This offer followed by a few days an offer of $31 
per share made by Charles A. Sammons, president 
of the Reserve Life Insurance Company of Dallas, 
Texas and his associates. John J. Cadigan, former 
president and now chairman of the board of the com- 
pany, sent a personal letter to all stockholders on Feb- 
ruary 23 advising that h® was accepting Mr. Sammons’ 
offer. In a separate letter also dated February 23, four 
of the other principal officers; namely, Roy L. Mc- 
Ginnis, president; Edward J. O’Shea, vice president- 
treasurer; R. C. Burton, vice president-secretary-actu- 
ary and John D. Carmody, vice president-general 
counsel, opposed that offer. In a subsequent letter dated 
March 3 these same principal officers (other than Mr. 
Cadigan) recommended acceptance of the $34 offer. 


Best’s Life News 
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The Farmers Insurance Group, comprising Farmers 


Insurance Exchange, Fire Insurance Exchange and 
Truck Insurance Exchange, are old well-established 


organizations with combined. surplus funds of over 
$30,000,000. If control of New World is acquired, it is 
their intention to operate ‘the company as a separate 
entity under the present personnel and management. 


NEW YORK SAVINGS BANK 


Certificate Repayment 


Life Insurance Fund 
a payment of $2,000 


on each of its outstanding certificates of investment. 


Banks 
authorized 


Trustees of Savings 


of New York have 











These certificates, now reduced to $17,000 for each 
issuing bank, were issued to the mutual savings banks 
in New York State in connection with the formation of 
their savings bank life insurance departments. 


PATRIOT LIFE 


New Company 


The Patriot Life Insurance Company, New York, 
N. Y., a wholly owned subsidiary of C.I.T. Financial 
Corporation, has been incorporated under the New 
York laws and was licensed by the Insurance Depart- 
ment of that state on February 24. 

The company, formed with initial capital and surplus 
of $1,000,000, will specialize in reinsurance and the 
writing of creditor life insurance. Arthur O. Dietz, 
president of C.I.T., is chairman of the board, and Henry 


Ittleson, Jr., executive vice president of C.I.T., is presi- | 


dent and chairman of the executive committee. 


Other Affiliates 


Other insurance companies controlled by C.I.T. 
Financial Corporation are: Service Fire Insurance 
Company of New York, Service Casualty Insurance 
Company of New York, National Surety Corporation 
and National Surety Marine Insurance Corporation. 


PILGRIM H. & L. 


Executive Promotions 


A number of promotions among executives of the 
Pilgrim Health & Life Insurance Company, Augusta, 
Georgia were announced effective February 19. The 
officers affected and their new positions are: S. W. 
Walker, chairman of the board; W. S. Hornsby, presi- 
dent; W. S. Hornsby, Jr., Ist vice president and 
treasurer; J. M. Hinton, director of agencies; S. B. 
Thomas, auditor; S. M. Jenkins, assistant secretary. 
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The FIDELITY MUTUAL 
LIFE INSURANCE COMPANY 


THE PARKWAY AT FAIRMOUNT AVENUE 
PHILADELPHIA * PENNSYLVANIA 
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“ALL OVER the country life insur- 
ance managers and agents are watch- 
ing with keen interest the program 
of this Company for putting much 
greater earnings into your pockets 
as a means of increasing sales.” 


So reads the first paragraph of 
a reprint of a talk delivered 
to the General Agents of the 
Philadelphia Life by President 
William Elliott. This enlightening 
talk will no doubt prove of inter- 
est to you. Why not write today 
for a free copy of this booklet. 


Doorway to 
ion 


‘Pavwern Lire 


INSURANCE COMPANY 
PHILADELPHIA, PA. 


Joseph E. Boetiner, C.L.U. 
Agency Vice F 


William Elliott 
President 
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RESERVE LIFE 


New Officers 


E. H. Barry, evecutive vice-president of Reserve Life 
Insurance Company, Dallas, Texas, announced the 
election of three new officers following the annual meet. 
ing of the company’s board of directors on March 10. 
The new officers are: Robert B. Long, in charge of the 
mortgage investment department for the past 5 years, 
now is vice-president in charge of investments ; Henry 
P. Kologe, manager of the accounting department since 
1952, who is now treasurer; and John L. Marakas, 
actuary since 1952, who was elected assistant vice-presi- 
dent. 


SECURITY LIFE & ACCIDENT 


Silver Anniversary—Advancements 


The Security Life & Accident Company, Denver, 
Colorado has completed a quarter century of operations 
since the issuance of its first life insurance policy on 
February 20, 1928. Now licensed in 17 states and 
Hawaii, it reported on December 31, 1952 insurance in 
force of $229,820,641 and assets of $28,881,812. 

F. Burr Betts, who has been vice president and 
treasurer of the company for many years, was elected 
executive vice president and treasurer, and Ralph K. 
Dunn, assistant secretary, has been elected vice presi- 
dent. W. C. Neu, secretary of the company, was named 
to the Securities Committee. 


SOUTHLAND LIFE 


Executive Changes 


The management of the Southland Life Insurance 
Company, Dallas, Texas will be headed by an executive 
team of three men, it was disclosed following the 45th 
annual meeting of stockholders held March 10. This 
executive team consists of John W. Carpenter, chair- 
man of the board; Dan C. Williams, newly elected 
president ; and Ben H. Carpenter, executive vice-presi- 
dent, who will also serve as chairman of the executive 
committee and chairman of the investment committee 
of the company. 


Other executive changes were the election of Leland 
S. Dupree as vice-president ; George R. Jordan, Jr., as 
vice-president and actuary, and Robert B. Caplinger as 
vice-president and chief underwriter. Roland Aycock, 
superintendent of ordinary agencies; Louis Runge, 
superintendent of agencies, Continental Division ; Her- 
man Ford, director of sales training; Field Scovell, 
director of agency expansion; and James B. Goodson, 
administrative assistant were elected assistant vice- 
presidents. E, B. Hume was elected comptroller and 
assistant treasurer, and John L. Watt was elected as- 
sistant treasurer. 


Best’s Life News 
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Mr. Williams, the new president, has been associated 
with Southland Life and has participated in its affairs 
for almost ten years. He was elected a director in 1944, 
vice-president in 1946 and first vice-president in 1952. 
He is a director of the State Fair of Texas, the Trinity 
Improvement Association and the Dallas Tuberculosis 
Association. 

Mr. Carpenter, the new executive vice-president, has 
been a member of the board of directors since 1949 and 
has served as vice-president since 1950. He is chair- 
man of the Texas Livestock Sanitary Commission, a 
state regulatory body for Texas’ billion dollar livestock 
industry. 


UNION CASUALTY & LIFE 


Foan Joins Staff 


Roy A. Foan, formerly vice president and a trustee 
of Postal Life Insurance Company of New York in 
charge of agencies and advertising, joined the Union 
Casualty & Life Insurance Company, Mount Vernon, 
N. Y. as vice president and director of agencies effective 
March 15. This addition to its staff is part of a broad 
expansion program started by Union Casualty last year, 
which embraces a widening of its field of activity, as 
well as its agency connections under Mr. Foan’s super- 
vision. 


UNITED BENEFIT 


Executive Changes 


W. Dale Clark, chairman of the board of the Omaha 
National Bank, was elected chairman of the board of 
the United Benefit Life Insurance Company, Omaha, 
Nebraska at the recent annual meeting. Arthur W. 
Larsen, vice president and actuary for the past five 
years, was added to the board, and Richard L. Daly, as- 
sistant treasurer since 1950, was elected treasurer and 
named a director. 

Three other top promotions announced were: Murray 
Longworth, vice president, elected executive vice presi- 
dent; Dr. Neil L. Criss, medical director, elected vice 
president ; and Frank Hannan, assistant secretary and 
chief underwriter, elevated to secretary. 


UNITED INSURANCE 


Executive Changes 


O. T. Hogan, president of the United Insurance Com- 
pany of Chicago since its incorporation in 1919, has been 
advanced to chairman of the board, and J. R. Hogan, 

(Continued on the next page) 
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ATLAS... 


. - + according to legend, sup- 
ported the world. We have no 
such grandiose ambitions. If we 
can give a good living to our 
agents, sound protection to our 
policyholders and do this for a few 
states, we are content. Our agents 


and ae a se say we are do- 


ing our jo oroughly. 
Excellent territory still available in 
Arkansas, California, Colorado, Kansas, 
Michigan, Missouri, Oklahoma, Oregon, 
Texas and Washington. Write to— 
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JOHNSON D. HILL, PRESIDENT TULSA, OKLAHOMA 











UNITED SERVICES LIFE INSURANCE 
COMPANY 


takes pleasure in announcing 
its Board of Directors 


for the year 1953 


General Carl Spaatz, U.S.A.F., Ret. 

Vice Admiral Harry G. Hamlet, U.S.C.G., Ret. 
Vice Admiral Clark H. Woodward, U.S.N., Ret. 
Major General James A. Ulio, U.S.A., Ret. 
Brigadier General Merritt B. Curtis, U.S.M.C., Ref. 
Colonel Harry R. MacKellar, U.S.A., Ref. 
Colonel F. Granville Munson, U.S.A., Ret., President 

Thomas F. Bourke, Executive Vice President 


Lloyd M. Bauman, Vice President 


UNITED SERVICES LIFE 
INSURANCE COMPANY 


1625 EYE STREET, N. a i WASHINGTON 6, D. C. 
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the ranks... 
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# . Georgia, 


; vania and Tennessee. 


Shenandoah Lyfe 
INSURANCE COMPANY, INC. 


ROANOKE 10, VIRGINIA * PAUL C 





BUFORD. PRESIDENT 








Fifty-Ninth Year of 
Dependable Service 


* The State Life Insurance Company has paid 
$183,000,000 to Policyowners and Benefi- 
ciaries since organization September 5, 1894 
... The Company also holds over $80,000,000 
in Assets for their benefit . . . Policies in 
force number 102,500 and Insurance in force 
is over $220,000,000 . . . The State Life offers 
splendid Agency Opportunities—with liberal 
contract, and up-to-date training and service 
facilities—for those qualified. 


* 
THE STATE LIFE 


INSURANCE COMPANY 
Indianapolis, Indiana 


MUTUAL LEGAL RESERVE FOUNDED 1894 
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UNITED INSURANCE—Continued 


executive vice president, was elected president to 
succeed his fether. 


The new president entered the service of the company 
upon graduation from the University of Wisconsin jy 
1934 and has served in every department, specializing 
in agency organization development. Since 1950 }y 
has been executive vice president working closely with 
the officials in the acquisition and merger of other life. 
accident and health companies. 


UNIVERSAL LIFE & ACCIDENT 


Stock Dividend 


The stockholders of Universal Life & Accident Insur- 
ance Company, Dallas, Texas at the annual meeting on 
March 10 approved an increase in the capital stock from 
$800,000 to $1,000,000 by the payment of a 25% stock 
dividend. 


UNIVERSE LIFE 


New Vice-President 


G. A. L’Estrange has resigned as vice president of 
the United American Life Insurance Company, Denver, 
Colo. to accept an appointment as executive vice presi- 
dent of the Universe Life Insurance Company, Carson 
City, Nevada, with administrative offices in Reno. The 
latter is a companion company of the Illinois Commercial 
Men’s Association of Chicago. 


NEW DIRECTORS 


American General Life: R. L. McElhannon, vice- 
president, and R. L. Davis, vice-president. 

American United: J. Howard Alltop, secretary. 
Central Life (Iowa) : Norman T. Fuhlrodt, executive 
vice-president and actuary. 


Durham Life: A. L. Mims, assistant secretary and 
manager of the Claim Department. 
Franklin Life: James A. Hands, vice-president and 
manager of agencies. 


Lincoln Income (Ky.): Edward G. Wachs, vice- 
president and general manager, Louis Fritz, Mineral 
and Soda Water Company, Covington, Ky. and 
president, Term Finance Company, Williamstown, 
Ky. 
Lutheran Mutual: Henry Rosenthal, president, 
Rosenthal Cornhusker Company, West Allis, Wisc. 
and Louis J. Schneider, executive vice-president, 
Schneider Metal Manufacturing Company, Cicero, 
Ill. 


Best’s Life News 
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News 


Michigan Life: Ernest W. Potter, executive vice- 
president, Citizens Commercial & Savings Bank, 
Flint; William C. McMillan, investment counselor 
and bank director, Detroit; and Harry Calcutt, at- 
torney, Transverse City. 

Minnesota Mutual: Robert S. Macfarlane, president, 
Northern Pacific Railway. 

National Life & Accident: C. R. Clements, Jr., vice- 
president and executive assistant. 

Security Life & Accident (Colo.): Robert E. War- 
ren, vice-president. 

State Mutual (Mass.): Robert H. Denny, vice-presi- 
dent and superintendent of agencies. 

Texas Life: Lloyd L. Grove, vice-president and 
agency director. 

United Benefit: Arthur W. Larsen, vice-president 
and actuary, and Richard L. Daly, treasurer. 


CONVENTIONS 


APRIL 


6- 7 Mortgage Bankers Association, eastern conference, Commo- 
dore Hotel, New York, New York. 

1- 9 Life Insurance Agency Management Association, accident & 
health spring meeting, Drake Hotel, Chicago, Illinois. 

9-10 Eastern Round Table, St. Moritz Hotel, New York, New York. 

13-16 National Association of Life Underwriters, mid-year meeting, 
Drake Hotel, Chicago, Illinois. 

15-22 Miami Tax Conference and Miami Insurance Conference, 
annual, Roney-Plaza Hotel, Miami Beach, Florida. 

16-18 Home Office Life Underwriters, annual meeting, The Green- 
brier, White Sulphur Springs, West Virginia. 

20-21 National Association of Insurance Commissioners, Zone 4, 
Chicago, Illinois. 

20-22 Life Insurance Agency Management Association, combined 
companies spring meeting, The Plaza, New York, New York. 

27-29 Life Insurance Agency Management Association, large com- 
panies spring conference, The Homestead, Hot Springs, Vir- 
ginia. 

30- | Mortgage Bankers Association, western clinic, Mark Hopkins 
Hotel, San Francisco, California. 


MAY 


4-5 Mortgage Bankers Association, southwestern clinic, Hotel 
President, Kansas City. 

10-12 Association of Life Insurance Counsel, The Homestead, Hot 
Springs, Virginia. 

20-22 Life Insurers Conference, annual meeting, Claridge Hotel, 
Atlantic City, New Jersey. 


AHEAD 


20-22 Canadian Life Insurance Officers Association, annual meet- 
ing, Seigniory Club, Montebello, Canada. 
21-22. Actuarial Club of the Pacific States, mid-year meeting, 
Ahwahnee Lodge, Yosemite National Park, California. 
25-26 Life Office Management Association, New Ocean House, 
Swampscott, Massachusetts. 
JUNE 
4-5 Society of Actuaries, Hotel Netherland-Plaza, Cincinnati, 
hio. 
5- 6 Nebraska Association of Life Underwriters, Fontenelle Hotel, 
maha. 
8-12 National Association of Insurance Commissioners, annual 
meeting, St. Francis Hotel, San Francisco, California. 
14-26 American Life Convention, life officers investment seminar, 
Beloit College, Beloit, Wisconsin. 
18-20 American Life Convention, medical section meeting, The 
Greenbrier, White Sulphur Springs, West Virginia. 
22-26 Mortgage Bankers Association, annual seminar, Northwestern 


University, Chicago, Illinois. 
25-27 Texas Association of Life Underwriters, annual convention, 
Shamrock Hotel, Houston. 
29- | International Association of Accident & Health Under- 
writers, Edgewater Beach Hotel, Chicago, Illinois. 
Million Dollar Round Table, annual meeting, The Greenbrier, 
White Sulphur Springs, West Virginia. 
Mortgage Bankers Association, annual advanced seminar, 
Northwestern University, Chicago, Illinois. 
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HOW many companies have doubled their 
income, assets, and amount of insurance 
in four years? 


UNITED INSURANCE COMPANY 


HAS 


1952 Income $31,703,233.98 

Income 4 years ago 15,773,824.00 

Highlights of 1952 Annual Statement 
Insurance in Force $327,665,782.00 
4 years ago 106,958,061.00 
Assets $38,423,561.67 
4 years ago 10,480,496.04 
Income $31,703,233.98 
4 years ago 15,773,824.00 


Unite with United 
and be sure of your insurance career 


Home Office: 
Chicago 5, Illinois 


Agencies available in forty states 


Life ° Health ° Accident 
Hospitalization Insurance 











Experience is not 
necessary... 





— our practical, on-the-job 
training program we have helped many 
men with no previous life insurance 
experience to attain fine earnings. We're 
proud of this ... our Agents are happy 
about it. 


MONUMENTAL LIFE 
INSURANCE COMPANY 


Home Office—Charles & Chase Sts.—Baltimore 
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1952 RECORD OF 
ACCIDENTS 


N 1952 THERE WERE 96,000 ac- 
| be Pia deaths from all causes 
compared with 95,000 in 1951, an in- 
crease of 1%, according to statistics 
compiled by the National Safety 
Council. Motor vehicle accidents ac- 
counted for 38,000 of these (2% 
more than the 37,300 in 1951); 
other public accidents for 16,000 
(up 7% from 15,000) ; home acci- 
dents for 29,500 compared with 
29,000 (up 2%) and occupational 
accidents for 15,000, 6% less than 
the 16,000 in 1951. Since the statis- 
tics of the Council include deaths 
from occupational-motor-vehicle ac- 
cidents under both headings, the 
total for the four categories does 
not equal the overall total. 


COSTLY OCCURRENCES 


VERY MINUTE eight persons are 

hurt in accidents around the 
house. Someone is disabled for life 
every four minutes, and someone is 
killed at home every nineteen min- 
utes. The average home has at least 
one hundred ten potential accident 
hazards. 

In traffic every minute there are 
sixteen motor vehicle accidents, and 
five persons are injured every two 
minutes. Every fifth automobile is 
in some kind of accident each year. 
One car out of thirty-three is in- 
volved in an accident resulting in 
disability to one person. 

Falls kill three persons every 
hour ; they are second only to traffic 
as the main cause of accidental death, 
ages 45 and over. More women 
die from falls than men. A fall on 
a level surface is the first cause of 
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home accidents. Falls from heights 
are the second cause. 

These disabilities are costly. Each 
minute the nation’s bill for treat- 
ment is $11,795. Work injuries 
sustained each year equal a_ full 
year’s employment of 140,000 work- 
ers. 


Cravens, Dargan & Co. Review 


VITAL ERRORS 


ISHANDLING of flammable liq- 
uids by the “home dry cleaner" » 
is a dominant cause of fire and result- 
ing injury or death. One gallon of 
gasoline has the same explosive power 
as eight sticks of dynamite. Although 
most people realize that flame and 
gasoline don't mix and usually keep 
them separated, they are unaware 
that the fumes provide the real haz- 
ard. This heavier-than-air vapor set- 
tles to the ground, follows air currents, 
and when it comes in contact with 
flame or spark many feet away, it 
flashes back to the source. Result— 
explosion, fire, serious injury or death. 
A woman was blasted through the 
wall when she paused to light a ciga- 
rette in another room from where she 
was cleaning a blouse in gasoline. 
A little girl switched on a light while 
her mother was cleaning with gasoline. 
Because the fixture sparked, the re- 
sulting explosion killed both. 
Northwestern Mutual Fire Mutuality 


CHILD KILLER 


ANCER KILLs five times as many 
aoe under age 15 each year 
as does diphtheria, nearly three times 
as many as meningitis, and twice 
as many as either tuberculosis, polio, 
influenza, or whooping cough. 
Nearly half the deaths in the under- 
15 group are among children below 
five years of age. Though far fewer 
cases of cancer in children are en- 
countered than of any of the other 


diseases mentioned, the fatality rat 
is extremely high, in part becaus 
parents usually do not suspect its 
existence in children, and in all too 
many cases the condition is not dis. 

covered until too late. 
Approximately 3,000 children un- 
der 15 die each year from cancer in 
all its forms, including leukemia 
This compares with an average an 
nual death toll in the same age grou 
of a little over 1,600 from all forms 
of tuberculosis, approximately 1,25 
from whooping cough, 1,350 from 
influenza, 1,185 from meningitis, ap- 
proximately 1,000 from polio, and 
under 600 from diphtheria, on the 
basis of a three-year average of Gov- 
ernment vital statistics. 
In the child, body cells and tis- 
sues grow and develop much faster 
than in an adult. This holds true 
of malignant growths, as well as of 
normal, healthy tissues. 
Security Mutual Life Mutualog 


SPLIT-SECOND 
COMBINATION 


f Sues PIECE OF IRON, lying in 
the line of traffic, was picked up 
by the wheels of a passing truck and 
hurled at an approaching passenger 
car. The metal hit the driver on 
the head, knocking him unconscious. 
Out of control, the passenger cat 
ploughed through a guard rail and 
the unconscious man’s neck 
broken. 

While the majority of accidents 
are preventable, this one resulted 
from a split-second combination of 
events which could not possibly be 
foreseen. If either the passenger 


was 




















car or the truck had passed the spot 
an instant sooner or later, nothing 
would have happened. 


American Casualty Co. American Arrow 
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1952: 
OUR 101st YEAR rest Ever 


Life Insurance Sold .. . «  $400,810,694 
Grdnaty.. 2.55.5 $328,705,529 
ites ss xiciceon $ 72,105,165 


Increase of $50,989,022 over 1951, 
" previous all-time high 


Life Insurance in Force. . . . . . $3,624,801,430 


Ordinary....... $3,366,619,827 
ING hss a5 annie $ 258,181,603 


Increase of $251,508,280 over 1951, 
previous all-time high 


Paid to Policyholders and Beneficiaries . $108,320,491 


Deoth claims ........... $30,423,365 
Other payments ........ $77,897,126 


Set Aside for Dividends Payable in 1953 $18,056,904 


Premium Income . . . . 2. « + $127,343,735 
Increase of $9,372,256 over 1951 


Total Assets. . . . «. « « « «+ $1,564,065,796 
Increase of $92,221,344 over 1951 


Net Rate of Interest on Invested Assets . 3.37%* 
Previous year, 3.26%* 


Reserves for Fluctuation in Value of 
D+ + “<< « <¢ & © « $13,358,844 


Increase of $9,813,922 over 1951 


Oe 8 oan ck me wR Be $91,333,163 
Increase of $4,881,520 over 1951 


*Without deduction for Federal Ircome Tax 


We write personal life insurance and annuities for men, women, and 
children, business life insurance, pension trusts, and all forms of group 
insurance. We are licensed in every state and the District of Columbia. 


Brokers, general insurance men, and surplus writers are invited to see our 
nearest general agent or group representative for information on our 
liberal commission schedule and cooperative sales service. 


_Maasachusels Matual LIFE INSURANCE COMPANY 


SPRINGFIELD, MASSACHUSETTS 


ORGANIZED 1851 
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That means waxes containing Du Pont “LUDOX” 


In growing numbers, hospitals and other insti- 
tutions are turning to new anti-slip waxes con- 
taining Du Pont “Ludox”’ colloidal silica. In- 
visibly tiny particles of ‘““Ludox” provide new 


walking safety. 


Waxes properly formulated with ‘“‘Ludox”’ 








How “LUDOX” 
gives slip resistance 


As the foot presses on the waxed floor, 
submicroscopic particles of ‘“Ludox” 
(so small that there are more than 300 
trillion under the heel alone) press into 
larger, softer wax 
particles. This pro- 
vides a unique snub- 
bing action . . . helps 
keep the foot from 
slipping. 














have extra film 
hardness.They are 
fully equal to the 
best of floor waxes 


REG. vu. 5. par. OFF 


BETTER THINGS FOR BETTER LIVING 











in gloss, water resistance, leveling, and other 
desirable properties. With all these advantages, 
you can see why waxes containing ““Ludox”’ are 
specified by more and more safety and mainte- 
nance engineers. 


If you are not already using anti-slip waxes 
containing “‘Ludox,”’ ask your supplier about 
them. Or, if he cannot supply you with a wax 
fortified with ‘‘Ludox,”’ consult E. I. du Pont de 
Nemours&Co. (Inc.),Grasselli Chemicals Dept., 
4147-B Du Pont Bldg., Wilmington 98, Del. 
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What has a bank deposit slip to do 
with the cost of automobile insurance? 


How much does it cost to make a bank deposit? Unimportant 
as the answer to this question may be to most people, it is a 
matter of serious concern to State Farm Mutual. 

The reason, of course, is obvious. State Farm Mutual 
writes more full-coverage auto insurance than any other com- 
pany, and does it on a semi-annual basis. With approximately 
2,500,000 members at the end of 1952, almost five million 
separate premium payments were collected, totalling more 
than $130,000,000. 

The job of receiving, indorsing, recording, and depositing 
that many checks and money orders could be an expensive 
one—but at State Farm it isn’t... and the machine pictured 
above is one big reason why. At one stroke, it not only makes 
out a bank transit letter to accompany bank deposits, but it 
also provides an accurate cash control sheet as a permanent 
record. And it does it 60 times faster than the same job could 
be done with ordinary office equipment. 

The system works like clockwork. First step is punching 


business machine cards for each policy up for renewal. These 
are first used for printing premium notices. Cards are then 
filed until remittances are received. Each remittance accom- 
panies its appropriate card and is sent to the accounting 
department cashier. There the remittance is separated and the 
cards sent to the machine which prints bank transit letters 
and cash control sheets simultaneously, without possibility of 
discrepancy. A deposit of 50 items is handled in 20 seconds. 

Only one thing makes the use of such advanced methods 
possible for State Farm. That is State Farm’s centralized 
method of billing and collecting through home and branch 
offices. This not only permits mass-scale efficiency in handling, 
but also eliminates double bookkeeping by company and agent, 
and leaves the agent free for the more important work of 
enrolling and serving members, thereby increasing his income. 

And this, of course, is only one of many ways in which 
State Farm’s unique method of operation saves money for 
members, helps hold down the cost of State Farm insurance. 


State Farm Insurance Companies 


State Farm Mutual Automobile Insurance Company 
State Farm Life Insurance Company 
State Farm Fire and Casualty Company 


Home office—Bloomington, Illinois. 





Branch offices—Berkeley, California—St. Paul, Minnesota—Lincoln, Nebraska— 


Marshall, Michigan—Dallas, Texas—Charlottesville, Virginia—Toronto, Ontario. Field claim offices in more than 280 principal cities. 


Best’s Fire and Casualty News 
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Aetna (Fire) Group: Ralph W. Taylor 
has been promoted from superintendent to 
manager of tne fire reinsurance department. 

W. H. Crandall and H. E. Johnson Jr., 
formerly state agents, have been appointed 
manager at St. Louis, and resident manager 
for western Missouri, respectively; and T. 
T. Lily advanced from special agent to 
state agent in charge of eastern Mo., ex; 
cepting the city and county of St. Louis. 

Robert E. Guest has been promoted from 
supervisor of the recovery division to super- 
intendent of the loss department, with 
William E. Barton Jr., formerly chief exam- 
iner, as assistant superintendent. Mr. Guest 
succeeds Charles C. Tomlinson, retired. 

Keane & Warner, Inc. of New York City 
have been appointed accident & health 
general agents. 


x kk 


Aetna Life Affiliated Cos.: For the Auto- 
mobile Insurance and Standard Fire Insur- 
ance Companies, Paul E. Olson has been 
promoted from assistant manager to man- 
ager of the Cook County (Chic.) depart- 
ment, succeeding Walter Samet, retired. 


x * *& 


Alexander & Co., W. A.: Cecil A. Blanc, 
formerly comptroller and assistant treas- 
urer, has been elected treasurer of this 
Chicago firm of general agents. 

Other appointments announced are: Man- 
agers—James I. Wickens, automobile de- 
partment, and Howard J. Benson, compen- 
sation & liability department; director of 
personnel—Philip L. Cochran; and super- 
visor, account executive department—John 
J. Steinbach. 


& Th ® 


America Fore Group: Loyal A. William- 
son, secretary, has been named head of the 
fire companies loss department at the home 
office, assisted by Frederic G. Buswell, 
assistant secretary. Mr. Buswell’s former 
duties have been assigned to John Blegen, 
general adjuster. 

Recent changes at the home office inland 
marine department are: L. C. Kaley, for- 
merly of the Fire Association of Philadel- 
phia, appointed superintendent; E. L. Ris- 
berg, formerly an underwriter, transferred 
and assigned supervision of the newly cre- 
ated inland marine department at Brook- 
lyn, N. Y.; and H. D. Young transferred as 
special agent to the Niagara office at New- 
ark, N. J. 


xk 


American-Associated Cos.: Richard H. 
LaVecchia has been promoted from super- 
vising underwriter to underwriting manager 
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at Newark, N. J.; and David H. Wilson 
and Robert L. Edlich appointed assistant 
manager, and supervisor of liability and 
workmen’s compensation underwriting, re- 
spectively, at Dallas, Texas. Francis J. Rob- 
inson, formerly field representative at Chi- 
cago, succeeds Mr. Wilson as agency super- 
visor at Detro:t, Mich. 


x*er 


American Fidelity: Thomas L. Lawless, 
formerly manager at Pittsburgh for the 
Pennsylvania Threshermen & Farmers’ Cas- 
ualty Co., has joined the Philadelphia 
office as an underwriter. 


x & & 


American Foreign Insurance Associa- 
tion: Recent appointments are: Secretary- 
treasurer—Eric Ar pert ; secretaries—William 
F. Cushman, A. G. Muldoon and J. F. 
O’Brien; superintendents—E. B. Reid, A. 
I. Terhune and C. S. Tucker; and marine 
superintendent—R. L. Henshaw. 


= =. 


American Insurance Group: Victor L. 
Pitchford and Robert W. Burns have been 
appointed field supervisors at the home 
office, and southwestern department, respec- 
tively, and are succeeded by Clinton D. 
Shepherd and Edward M. Gazette as spe- 
cial agents at Baltimore, Md., and Arkan- 
sas. 

Robert V. Gulgusky, special agent, has 
been assigned to supervise central and east- 
ern Tennessee, with John K. Woodworth, 
transferred from N. J., as special agent. Mr. 
Gulgusky succeeds special agent Macon R. 
Crocker, transferred to the home office fire 
underwriting department. 

Special agents appointed recently are: 
Leroy M. Brandt for South Carolina, suc- 
ceeded in southern Alabama and northwest- 
ern Florida, by J. G. Staples; John W. 
Brashear for southern Illinois, replacing 
Charles L. Hobbs, transferred to Davenport, 
Iowa; John P. Young III for Guilford 
County, N. C.; and Jack A. Beard for 
western Indiana, replacing Francis P. Knee- 
land, transferred to Iowa. 

Harold Otterbach, formerly of the loss 
department at Rockford, has been ap- 
pointed staff adjuster at Decatur, Ill. 

A. W. Dietzmann, special agent, has been 
transferred to Bergen County, N. J., and 
is succeeded in Passaic and Sussex Counties, 
by special agent Marvin M. Myers. 

The Pacific department office has been 
moved to 333 Middlefield Road, Menlo 
Park, Calif., with a metropolitan office 
established at 369 Pine Street, San Fran- 
cisco, to service brokers of that area. 


American International Underwriters: 
L. W. Verne Huddleston, formerly of Crit- 
chell-Miiler General Agency, has joined the 
Chicago office of AIU Agency Inc. as a 
senior underwriter. 


x * * 


American Mutual Liability: Robert E. 
Hubbard, formerly auditor at Manhattan, 
New York City, has been appointed dis- 
trict auditor at Buffalo, succeeding E. G. 
Conmy, transferred to Brooklyn, N. Y. 


x * * 


American Surety: Kenneth K. Klingen- 
meier and Donald F. MacCallum have been 
appointed assistant managers at Buffalo, 
N. Y. and Oklahoma City, respectively; 
and David C. Britton named special agent 
at Chicago. 


= & & 


Barr Adjustment Co.: R. L. Rorex, for- 
merly of the General Insurance Co., has 
been placed in charge of the new Ridgecrest 
office of this California adjusting firm. 


x * k 


Employers’ Group: For the Employers’ 
Liability Assurance Corp., Robert L. Has- 
kell, formerly superintendent of the U. S. 
claim department, has been appointed as- 
sistant deputy manager, having supervi- 
sion of claims, payroll audits and engineer- 
ing. 

Clayton I. Running, formerly bonding 
department superintendent, has been ap- 
pointed branch manager of the northwest- 
ern department, succeeding resident mana- 
ger Thomas M. Hart, transferred to the new 
Columbus, Ohio office which will open 
about April 1. 

Assistant superintendents of respective 
departments appointed recently at the home 
office are: Compensation and _liabilitv— 
Theodore A. Zuendt, formerly underwriting 
superintendent at N. Y.; and inland mar- 
ine—Norman S. Jamieson Jr. formerly 
senior underwriter. F 


kkk 


Farm Bureau Insurance Cos.: David 
Marshall has been appointed director of the 
new public relations planning department, 
and is succeeded as director of public in- 
formation, by Calvin Kytle, formerly as- 
sistant director. 


x** 


Fireman's Fund Group: Richard F. Tharp, 
formerly general auditor, has been ap- 
pointed controller, succeeding vice pres- 
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COLORADO 


INSURANCE GENERAL AGENTS 





CANADA 





RITTER GENERAL AGENCY 
Gas & Electric Bidg. 
DENVER, COLORADO 


COLORADO WYOMING NEW MEXICO 


NELSON & STROSS 
INSURANCE UNDERWRITERS 
Representing Stock and Mutual Companies 
FIRE AND CASUALTY 
6 EAST 45TH ST. NEW YORK 17, N. Y. 
Mu. 7-654! 


FOUNDED 1864 
ROBERT HamPsen & SON, LIMITED 


adian Representatives 
FIRE, MARING & CA MALTY COMPANIES 


Brokerage & Service Depts, 


451 St. John St., Montreal 
1811 Royal Bank Bidg., Toronto 








FLORIDA 


NORTH CAROLINA 








HUNTER LYON, INC. 


GENERAL AGENT 
901 South Miami Avenue 
MIAMI 36 
Serving Florida Agents 


JAMES 0. COBB AND COMPANY 
111 CORCORAN STREET 
DURHAM, N. CAR. 
Virginia — North and South Carolina 


HOBSON, CHRISTIE & COMPANY LTD. 
GENERAL AGENTS 


Established 1898 


326 WEST PENDER ST. 
VANCOUVER, B. C. 
Telephone TA 211! 








LOUISIANA 





WM. A. MARBURY & CO. 
Managing General Agents 
RUSTON, LOUISIANA 


TEXAS 








JAMES H. ALDRIDGE CO. 
(Statewide operation) 
GENERAL AGENTS 
Austin, Texas 


Robert Rowand J.M. Williams J. -e- Germedy 
ver Ww. 


ROBERT HOWARD & 6O., LIMITED 
Established 190! 
INSURANCE BROKERS 
CANADA CEMENT BLDG. 
MONTREAL, QUEBEC 











ROY MARTIN & CO., ING. 
Managing General Agents 


231 Baroone Street 
New Orleans, La. 
Tel. CAnal 4566-67 


LOUISIANA MISSISSIPPI 





J. E. FOSTER & SON 
GENERAL AGENTS 
1400 LANCASTER AVENUE 
FORT WORTH 2, TEXAS 


REDMOND & SHAUGHNESSY 
LIMITED 
SERVICING OUTSIDE 
BROKERS FOR OVER 
5 JEARS 
315 St. Sacrament Street, Montreal 











R. KIRK MOYER AGENCY, ING. 


Managing General Agents 


NATIONAL BANK OF COMMERCE 
BUILDING 
NEW ORLEANS 12, LOUISIANA 


T. A. MANNING & SONS 
Insurance Managers 
Established 1904 
DALLAS 1, TEXAS 


REED, SHAW & McNAUGHT 


Established 1872 
Complete Insurance Facilities 


759 Victoria Square, Montreal |, Que. 
64 Wellington St., W. Toronto, Ont. 











MASSACHUSETTS 





FAIRFIELD & ELLIS 


60 CONGRESS ST. BOSTON, MASS. 
79 JOHN ST. NEW YORK CITY 
Boston General Agency 
Reinsurance N — 

Canadian O 
Fairfield, Ellis & Grant, Ltd. 
460 St. John St. Montreal, Canada 








MONTANA 


FRANK RIMMER & COMPANY 
(Gesock «= DALLAS Oromo 
Marine, Fire & Allied Lines 


General Agents For 
TEXAS, OKLAHOMA, ARKANSAS 


RYAN AGENCY 


LIMITED 
INSURANCE AGENTS 


PARIS BLDG. 
WINNIPEG, MANITOBA, CANADA 








H. S. DOTSON COMPANY 


MONTANA GENERAL AGENTS 
Granite Building 
Helena, Montana 


UTAH 








THE KOLOB CORPORATION 
General Agents 
Utah, Idaho, Montana, Nevade 
COMPLETE INSURANCE SERVICE 


330 Judge Building 
Salt Lake City, Utah 


Stewart, Smith (Canada) Limited 


Sun Life Buliding, Montreal 
Agents and Brokers 


‘or 
Insurance and Reinsurance 
Associate Offices at 
116 John Street, New York 
Board of Trade Building, Chicago 


Stewart, Smith & Co., Limited, London, England 











NEW YORK 


WEST VIRGINIA 





Hoey, Etuison & Frost, INc. 
INSURANCE UNDERWRITERS 
118 William Street, New York 38, N. Y. 


Writtnc Att Ciasses oF INSURANCE 
Loca anp Country WIvE 





Supervising General Agents 
For Over 50 Years 
HAWLEY BUILDING 











ALFRED PAULL & SON, INC. 


WHEELING, W. VA. 


THOMPSON-HANN INSURANCE LTD. 
British Columbia General Agents 
560 HOWE ST. 











VANCOUVER TELEGRAMS 
CANADA UNDERWRITE 
VANCOUVER 
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Help your client to Protection - 


—— SHOW HIM HOW HE CAN 








, SAVE MONEY! 
— ° 
3 PROTECT HIS FAMILY \- oe af 


3) — Sa 


|| oe ENJOY HIS RETIREMENT Weg 





ci WITH A PERSONALIZED 
MT | RETIREMENT PLAN 


HT 


es WITH THE TRAVELERS 





\ 
| 
\ 





— Ask your nearest Travelers Life Manager or General Agent to show you 
the new, streamlined booklet which makes it easy to sell Guaranteed Life 
Retirement Plans. It will help you help your client to protection—through 


The Travelers. 


THE TRAVELERS INSURANCE COMPANY 
HARTFORD CONNECTICUT 














| = 
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is to risk the security o 


policies with this company back in 1 
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A message of interest to those who would safeguard the futures of their families 


by EDWARD EAGLE BROWN, Chairman of the Board, First National Bank of Chicago 


“POoDAY, it may hardly seem necessary 

to mention that debts and inherit- 
ance taxes can become a real threat to 
family security. 

“And yet, as a banker, I have seen this 
happen time and again. A man works 
hard for his wife and children. He looks 
ahead and plans for them with all too 
little thought for how much will go for 
taxes and other obligations. 

“As a result, the heirs may have to 
sacrifice choice assets. For these charges 
must be paid immediately and in cash. 

**Moreover, such liabilities are not just 


a ‘rich man’s problem’. Under present 
conditions, they affect even relatively 
small amounts that may be set aside by 
average families. 

‘But there is an answer—a simple, sure 
one. The right amount of life insurance, 
integrated with the other arrangements, 
can readily care for such cash demands. 

‘“‘We always urge that a competent life 
insurance agent be among those consulted 
when the original thinking is done. With 
a well-arranged program of life insur- 
ance, it becomes difficult to upset the 
family security that is planned for.” 


VU UK 


906, just a year after he graduated from college. 


0 > S@vera 


KARSH, OTTAWA 
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your family 


HOW THE NORTHWESTERN MUTU 
AGENT PREPARES To SOLVE 


YOUR PROBLEMS 


Y CHARACTER, ability, and traini 

Northwestern Mutual agents are 
qualified. Many have earned the designati 
of Chartered Life Underwriter. 

Why have such men chosen to represi 
Northwestern Mutual? This company 
It is one of t 
largest in the world. It accepts applicatio 


over 95 years’ experience. 


only through its own agents. 
~ Because of its unique advantages, incl 
ing low net cost, nearly half the new politi 
issued go to present policyholders. 
For a sound review of your security plant 
call a Northwestern Mutual agent. 


lhe NORTHWESTE RN MUTUAL Life Lnsurance Compan 


MILWAUKEE. WISCONSIN 


APPEARING IN: 


TIME, MARCH 2 AND MARCH 30; 





IN NEWSWEEK, 


MARCH 16 AND APRIL! 








